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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12454/May 18, 1976 


Solicitation of Public Comments by 
Advisory Committee on Corporate Disclosure 


At the request of the Advisory Committee on Corporate 
Disclosure (the ‘‘Committee’’), the Securities and Exchange 
Commission today published the Committee's ‘‘solicitation 
of Public Comments on Issues to be Addressed.” 


The Commission wishes to note that this solicitation is being 
made by the Committee and that the Commission is merely 
providing its facilities to assist the Committee in soliciting 
public comment. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





ADVISORY COMMITTEE ON CORPORATE DISCLOSURE 


Solicitation of Public Comments on 
Issues to be Addressed 


On February 2, 1976, Chairman Roderick M. Hills of the 
Securities and Exchange Commission announced the ap- 
pointment of an Advisory Committee on Corporate 
Disclosure to examine the ‘‘corporate disclosure system that 
has developed in this country."’ As a result of formal public 
meetings held on February 24th and April 20th of this year, 
the Advisory Committee authorized a questionnaire case 
study of thirty public companies and the disseminators, 
financial analysts and investment decision-makers that 
utilize and process information regarding those companies. 
The case study, which has been announced, will be con- 
ducted through the use of detailed questionnaires (copies of 
which are available to interested persons or organizations) 
and follow-up interviews by members of the staff of the Ad- 
visory Committee. 


The Advisory Committee believes it is most important that it 
be apprised of the viewpoints on corporate disclosure of all 
persons and entities associated with and affected by the cor- 
porate disclosure system, including members of the general 
public, individual investors, publicly owned companies, in- 
terested professionals, members of the investment com- 
munity, members of the financial media and associations. At 
various stages in the course of its study, the Advisory Com- 
mittee intends directly to solicit the views of all interested 
parties. This constitutes that first such invitation of written 
views on certain specific issues the Advisory Committee in- 
tends to address in the course of its study. 


Accordingly, the Advisory Committee hereby invites all in- 
terested parties to submit their views, in writing, on any or 
all of the issues set forth below or, indeed, on any other cor- 
porate disclosure matter which the writer would care to ad- 
dress. To the extent feasible within its limited budget, the 
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Advisory Committee will provide multiple: copies of the 
release to organizations wishing to distribute it to their 
members. Because of time constraints affecting the Com- 
mittee’s work schedule, it is requested that the position 
statements be submitted not later than September 30, 
1976. 


If at all possible, the written response to any particular issue 
should begin on a new sheet of paper. All responses should 
be submitted to: Mary E.T. Beach, Staff Director, Advisory 
Committee on Corporate Disclosure, Securities and Ex- 
change Commission, 500 North Capitol St., Washington, 
D.C. 20549. 


ISSUES TO BE ADDRESSED IN POSITION STATEMENTS 


1. What should the objectives of a corporate disclosure 
system be? 


2. How should the standard of ‘materiality’ be defined 
under the federal securities laws? 


3. Should the SEC require corporate filings to set forth 
more forward-looking and analytical information regarding 
the company’s business operations? (Please consider the 
legal liability and competitive problems associated with such 
a requirement, and whether such information should be 
reviewed by auditors.) 


4. Should the SEC require corporate filings to set forth 
more information regarding general economy and industry 
factors that relate to the company’s business operations? 
(Please consider the possibility of requiring this information 
in a statistical and/or analytical format.) 


5. Should the SEC require corporate filings to contain 
more information regarding environmental and other 
socially-significant matters not traditionally considered of 
direct relevance to investment or shareholder voting 
decisions? (Please consider what criteria should be utilized 
by the SEC in determining which such information to require 
in corporate filings.) 


6. Should the concept of “differential disclosure’ be 
further incorporated into the federal securities laws, for ex- 
ample, by requiring SEC corporate filings to be bifurcated 
into ‘‘summary” and “detailed” portions with the “sum- 
mary” portion being the document distributed to the public, 
such “summary” portion containing an undertaking by the 
company to furnish at its expense the “detailed” portion to 
investors who request it? (Please consider the legal liability 
problems that may be associated with such a requirement, 
and the kinds of information that should be included in the 
“summary” portion of the respective filings.) 


7. Should the SEC put more emphasis on the continuous 
reporting obligations of companies under the 1934 Act so 
that when a security offering is made under the 1933 Act, 
the registration statement would incorporate by reference all 
documents on file with the SEC and contain only data regard- 
ing the particular offering and such other information as is 
necessary to make the documents incorporated by reference 
not misleading? 


8. What information does the SEC presently require in cor- 
porate filings that is not useful to investment or shareholder 





voting decisions? (You may wish to examine typical cor- 
porate filings such as a 10-K Annual Report, Annual Report 
to Shareholders, Proxy Statement, 1933 Act Registration 
Statement and 10-Q Quarterly Report, and mark those sec- 
tions of the filings you do not consider useful to investment 


decisions and those sections you do not consider useful to: 


shareholder voting decisions.) 


9. A. What information not presently required in SEC cor- 
porate filings would be useful to investment decisions? 


’B. What revisions could be made to the disclosure re- 
quirements of the SEC proxy rules and regulations to assist 
shareholders in making voting decisions? 


10. How could the proxy rules be revised to improve the 
process by which shareholders participate in the corporate 
electoral process (‘‘corporate democracy’)? You may wish to 
consider matters such as how stockholders participate in 
routine and contested elections of directors and stockholder 
and management proxy proposals. 


11. How could the corporate disclosure system be im- 
proved to make information regarding companies available 
to all interested persons on a more equitable basis? (Please 
consider both the kinds of information available and the tim- 
ing of information availability.) 


12. How could the federal securities laws be revised to im- 
prove the corporate disclosure system? 





SECURITIES ACT OF 1933 
Release No. 5708/May 18, 1976 


AMENDMENT TO 17 C.F.R. 8200.30 CONCERNING THE 
DELEGATION OF AUTHORITY TO MEMBERS OF THE 
COMMISSION’S STAFF WITH RESPECT TO THE 
SECURITIES ACT OF 1933 AND REGULATION B 
THEREUNDER. 


The Commission today announced the amendment, effective 
immediately, of its regulations governing delegation of 
authority to the Director of the Division of Corporation 
Finance with respect to the Securities Act of 1933 and 
Regulation B (Rules 300-438) thereunder. 


The availability of the exemption to the registration 
provisions of the Securities Act of 1933 (‘the Act’) provided 
by Regulation B pursuant to Section 3(b) of the Act, is 
dependent upon compliance with certain terms and con- 
ditions. One of those terms and conditions is provided by 
Rule 316(a), which requires that one copy of a Form 1-G 
report be filed with the Commission. The form calls for a 
listing of the names and addresses of all purchasers of frac- 
tional undivided interests in oil and gas rights offered pur- 
suant to the Regulation B exemption. Rule 316(a)(3) re- 
quires these reports to be kept confidential “unless the Com- 
mission shall order otherwise.” 


As noted in Securities Exchange Act Release No. 11992 


(January 8, 1976), various abuses in the marketing of these 
interests have become apparent. In an effort to determine 
compliance with state securities laws, several state 
authorities have requested access to certain Form 1-G 
reports. The Commission has granted all such requests, sub- 
ject to certain conditions designed to maintain the confiden- 
tiality of the reports. It is expected that more such requests 
will be received in the future. Inasmuch as these requests 
are of a routine nature and do not involve any policy con- 
siderations or novel questions, it is not necessary for the 
Commission to consider each request on an individual basis. 
The delegation of authority to respond to these requests to 
the Director of the Division of Corporation Finance, by 
eliminating any delay caused by seeking Commission ap- 
proval for release of the information, will also aid in the en- 
forcement effort necessary to end abuse of the Regulation B 
exemption, and thus is in the public interest and for the 
protection of investors. 


It should be noted that, pursuant to 17 C.F.R. 8200.30-1, 
the Chariman of the Commission on October 23, 1975, 
designated the Associate Director of the Division of Cor- 
poration Finance to perform, under direction of the Director 
of the Division, the functions delegated to the Director pur- 
suant to 17 C.F.R. §8200.30-1. That designation by its own 
terms would also apply to the delegation of authority an- 
nounced today. 


To accomplish this delegation of authority, the Commission 
hereby amends its rules as follows: 


17 C.F.R. 8200.30-1(b) is amended by adding the 
following subsection (8); 


(8) To authorize the granting of applications for release 
of reports filed with the Commission on Form 1-G 
(8239.101(b)(1) of this chapter) pursuant to Rule 
316(a) thereunder (§230.316(a) of this chapter). 


17 C.F.R. 8200.30-1(b)(6) and (7) are amended by 
deleting the word “and” appearing at the end of sub- 
section (6), and by replacing the period at the end of 
subsection (7) with a semicolon followed by the word 
“and.” 


The Commission finds that the foregoing action relates sole- 
ly to agency mamagement and personnel and that notice 
and prior publication under 5 U.S.C. 8553 are not necessary. 
Accordingly, the foregoing action, which was taken pursuant 
to Public Law 87-592, 76 Stat. 394 [15 U.S.C. 8878d-1] 
becomes effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5709/May 20, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9294/May 20, 1976 
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NOTICE OF WITHDRAWAL OF PROPOSAL TO REVISE 
INSTRUCTIONS TO ITEMS RELATING TO INVESTMENT 
POLICIES IN REGISTRATION FORMS FOR 
MAMAGEMENT INVESTMENT COMPANIES 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission hereby withdraws its proposal to revise 
the instructions to items relating to investment policies in 
Forms N-8B-1 and N-5 for registration statements of 
Management investment companies registered under the 
Investment Company Act of 1940 (‘Act’). The proposed 
revisions would have amended the Instructions to Items 4 
and 5 of Form N-8B-1 and Items 2 and 3 of Form N-5 so as 
to make them consistent with a Commission interpretation 
of the term “fundamental” as used in Sections 8(b) and 
13(a)(3) of the Act. 


A notice’ of the proposal was released for public comment 
on December 20, 1968. The Commission's files show no 
record of any comments having been received. Since the en- 
tire area of investment company reporting and disclosure 
requirements, including the point covered by the proposed 
revisions, is currently under study, it is deemed appropriate 
at this time to withdraw this proposal. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘Investment Company Act Release No. 5565, Securities 
Act Release No. 4939 (December 20, 1968). 





SECURITIES ACT OF 1933 
Release No. 5710/May 20, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12462/May 20, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9295/May 20, 1976 


NOTICE OF WITHDRAWAL OF PROPOSAL TO AMEND 
FORMS N-8B-1, N-8B-3, N-8B-4, N-5, and N-10 TO 
REQUIRE REGISTERED INVESTMENT COMPANIES TO 
DISCLOSE WITH GREATER SPECIFICITY THEIR POLICIES 
ON INVOLVEMENT IN THE AFFAIRS OF THEIR 
PORTFOLIO COMPANIES 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission hereby withdraws its proposal to 
amend Forms N-8B-1, N-8B-3, N-8B-4, N-5, and N-10 un- 
der the Investment Company Act of 1940 which would have 
required registered investment companies to disclose with 
greater specificity their policies on involvement in the affairs 
of their portfolio companies. 


A notice of the proposal was released for public comment on 
December 1, 1971.’ Thirteen letters of comment were 
received on the proposal. The majority of comments received 
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were critical of the proposed from amendments stressing 
that, as a rule, investment companies do not form general 
policies with respect to involvement in portfolio companies 
which could be meaningfully articulated in form responses. 
After reevaluating the comments received and in light of a 
review of the reporting and disclosure requirements for in- 
vestment companies currently in progress, it is deemed ap- 
propriate to withdraw this proposal at this time. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' Securities Act Release No. 5214, Securities Exchange Act 
Release No. 9403, Investment Company Act Release No. 
6853 (December 1, 1971). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12437/May 12, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 515/May 12, 1976 


AMENDMENT OF RULES DELEGATING AUTHORITY TO 
GRANT EXTENSIONS UNDER SECTION 15(b)(1)(B), 
SECTION 15B(a)(2)(B), AND SECTION 19(a)(1)(B) OF THE 
SECURITIES EXCHANGE ACT OF 1934 AND SECTION 
203(c)(2)(B) OF THE INVESTMENT ADVISERS ACT OF 
1940 


The Commission hereby announces the amendment of Arti- 
cle 30-10 (17 CFR 200.30-10) of the Commission's State- 
ment of Organization; Conduct and Ethics; and Information 
and Requests to delegate to the Chief Administrative Law 
Judge, until the Commission orders otherwise, the additional 
authority and function of granting extensions of time pur- 
suant to Sections 15(b)(1)(B), 15B(a)(2)(B), and 19(a)(1)(B) 
of the Securities Exchange Act of 1934 and Section 
203(c)(2)(B) of the Investment Advisers Act of 1940, to be 
performed by him or by such administrative law judge or ad- 
ministrative law judges as he may designate to act in his 
absence, or as otherwise designated by the Chairman of the 
Commission in the absence of the Chief Administrative Law 
Judge. 


The text of the amendment to the Commission's regulations 
with respect to delegated authority follows: 


17 CFR 200.30-10(a) is amended by adding a new para- 
graph (8) thereto to read as follows: 


(8) Pursuant to Sections 15(b)(1)(B), 15B(a)(2)(B), and 
19(a)(1)(B) of the Securities Exchange Act of 1934 and Sec- 
tion 203(c)(2)(B) of the Investment Advisers Act of 1940 to 
grant extensions of time for conclusion of proceedings in- 





' 
i 
j 
} 








e°@ 
2 ! @ 


i 


stituted to determine whether applications for registration as 
a broker or dealer, municipal securities dealer, national 
securities exchange, registered securities association, or 


registered clearing agency or as an investment adviser 


should be denied. 
By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12451/May 14, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 7, 1976, the Midwest Stock Exchange, Inc. 
(“MSE”) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the ‘‘Act’’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change. 
The proposed rule change converts the MSE’s ‘’MAX” 
program from a pilot program to a permanent program. 
MAX is an execution formula for market orders from 100- 
199 shares available in those issues included in the MAX 
program. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12015 (January 13, 1976)) in the Federa/ 
Register (41 Fed. Reg. 2876 (January 22, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT |S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on January 7, 1976, be, and it hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12452/May 14, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
NEW YORK STOCK EXCHANGE, INC. (Rule No. SR-NYSE- 
76-17) 


The New York Stock Exchange, Inc. (the “Exchange’’) sub- 
mitted on March 11, 1976, a proposed rule change pursuant 
to Rule 19b-4 under the Securities Exchange Act of 1934 
(the ““Act’’), concerning the issuance of single denomination 
stock certificates. Under the proposed rule change, listed 
companies would be permitted to issue single denomination 
stock certificates. 


Publication of the submission is expected to be made in the 
Federal Register during the week of May 17, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of the publication in 
the Federal Register. Persons desiring to make written sub- 
mission should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-76-17. 


Capies of the submission and of all written comments will be 
available for public inspection at the Securities and Ex- 
change Commission's Public Reference Room, 1100 L. 
Street, N.W., Washington, D.C. Copies of the filing will also 
be available at the principle office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12453/May 18, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


(File No. SR-CBOE-76-9) 


On May 12, 1976 the Chicago Board Options Exchange, In- 
corporated (“CBOE”) submitted pursuant to Rule 19b-4 un- 
der the Securities Exchange Act of 1934 a proposed rule 
change. The purpose of proposed Rule 4.19 and the related 
interpretation is to stop the activity commonly known as 
“tape racing” from taking place on the floor of CBOE. Ac- 
cording to the Exchange, this activity takes advantage of the 
fact that there is inevitably some delay between the time a 
transaction in an underlying security takes place on the floor 
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of the New York Stock Exchange and the time it is reflected 
on the last sale price display on the floor of CBOE. This delay 
presents an opportunity for certain members to establish 
their own private communications links between the two ex- 
changes (utilizing such techniques as combinations of hand 
signals and telephone lines) and thereby receive on the 
CBOE floor information concerning transactions on NYSE 
prior to the time this information is generally available. 


Publication of the submission is expected to be made in the 
Federal Register during the week of May 17, 1976, and in- 
terested persons are invited to submit written comments 
thereon within 30 days of such publication. Six copies of 
these written comments should be filed with the Secretary 
of the Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. SR- 
CBOE-76-9. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the Chicago Board Options Exchange, 
Incorporated. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12454/May 18, 1976 


SEE 
SECURITIES ACT OF 1933 
Release No. 5707/May 18, 1976 


An order has been issued granting the application of the 
Boston Stock Exchange for unlisted trading privileges in the 
common stock and other specified securities of the following 
companies: 


Central Telephone & Utililties Corp. 

Gibraltar Financial Corp. of California 
(capital stock) 

Houston Oil & Mineral Corp. 

Kennametal, Inc. 

MCA, Inc. 

Whittaker Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12456/May 19, 1976 


The Securities and Exchange Commission has ordered 
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public administrative proceedings under the Securities Ex- 
change Act of 1934 involving Ide Investments, Inc., a 
registered broker-dealer in Grand Rapids, Michigan, and 
Gerald J. Vanderzon, former president of the firm. 


The proceedings are based on alleged violations by the firm, 
and the alleged aiding and abetting thereto by VanderZon, of 
provisions of the Securities Exchange Act and rules 
thereunder relating to net capital, reporting, books and 
records and amendments to the firm's broker-dealer applica- 
tion. Additionally, it is alleged that the firm and VanderZon 
failed reasonably to supervise persons subject to their super- 
vision to prevent such violations. 


A hearing will be scheduled by further order to take evidence 
on the staff allegations and to afford the respondents an op- 
portunity to offer any defenses thereto; for the purpose of 
determing whether the allegations are true; and, if so, 
whether any action of a remedial nature should be ordered 
by the Commission. (Rel. 34- 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12457/May 19, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
DETROIT STOCK EXCHANGE. File No. SR-DSE-76-3 


The Detroit Stock Exchange submitted on April 29, 1976, a 
proposed rule change under Rule 19b-4 to conform their net 
capital rules to Rule 15c3-1, the uniform net capital rule. 


Publication of the submission is expected to be made in the 
Federal Register during the week of May 24, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be make to File No. SR-DSE-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12458/May 19, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BYTHE | 


MIDWEST STOCK EXCHANGE. File No. SR-MSE-76-6 


The Midwest Stock Exchange submitted on April 28, 1976, 
a proposed rule change under Rule 19b-4 to incorporate the 
uniform net capital rule by reference, establish new and 
different net capital requirements for specialists who are 
currently exempt from the uniform net capital rule and to es- 
tablish early warning guidelines to be used by the Midwest 
Stock Exchange. 


Publication of the submission is expected to be made in the 
Federal Register during the week of May 24, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, 500 North Capitol Street, Washington, D.C. 20549. 
Reference should be make to File No. SR-MSE-76-6. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12459/May 19, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act’) the single ten day suspension of ex- 
change and over-the-counter trading for the period com- 
mening at 1:40 p.m. (EDT) on May 19, 1976 and ter- 
minating at midnight (EDT) on May 28, 1976 of the 
securities of Energy Reserve Inc. an Arizona corporation 
with principal executive offices located at 5119 North 19th 
Avenue, Phoenix, Arizona 85016. 


The Commission initiated the trading suspension because of 
a lack of adequate and accurate information regarding the 
company’s operations and financial condition. 


The Commission’ cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 


available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 


lf any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, he 
may petition the Commission that it not renew the suspen- 
sion. Such petition should be filed with the Commission in 
accordance with the procedure set forth in Securities Ex- 
change Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12460/May 19, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MIDWEST STOCK EXCHANGE. File No. SR-MSE-76-7 


The Midwest Stock Exchange, Inc. submitted on April 28, 
1976, a proposed rule change under Rule 19b-4 to permit 
amounts held on deposit with a bank or trust company in es- 
crow pursuant to proposed amendments to paragraph (b)(2) 
of 17 CFR 240.15c3-1 to be applied by the Midwest Stock 
Exchange, Inc. to the prior claims of the Exchange and its 
clearing corporation, and those arising from the closing out 
of contracts entered into on the floor of the Exchange of the 
Exchange by a floor broker. 


Publication of the submission is expected to be made in the 
Federal Register during the week of May 24, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSE-76-7. 


Copies of the submission and of all written comments will be 
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available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No 12461/May 19, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


(File No. SR-NYSE-76-11) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 12, 1976, the New York Stock Exchange filed 
with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the ‘‘Act’’), as amended 
by the Securities Acts Amendments of 1975, and Rule 19b- 
4 thereunder, copies of a proposed rule change, The pro- 
posed rule change is to set forth procedures for executing 
100-share market orders processed through the Exchange’s 
Designated Order Turnaround (DOT) System. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12114 (February 19, 1976)) and by 
publication in the Federa/ Register (41 Fed. Reg. 8447 
(February 26, 1976)) 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on February 12, 1976, be, and it hereby is, ap- 
proved. 


By the Commission 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12462/May 20, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5710/May 2, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12463/May 20, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-9) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 2, 1976, the Midwest Stock Exchange, Inc. 
(“MSE”) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “‘Act”’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change to 
establish a Committee on Specialist Assignment and 
Evaluation and to allocate the responsibilities of that Com- 
mittee and the Floor Procedure Committee. The Committee 
on Specialist Assignment and Evaluation would have 
primary responsibility for appointing specialists, co- 
specialists and odd-lot dealers and the responsibility to 
evaluate and monitor their performance and conduct de- 
registration proceedings. The Floor Procedure Committee 
would retain the responsibility to determine when an initial 
applicant for co-specialist satisfies applicable trading re- 
quirements, and retain the power to make temporary ap- 
pointments as_ specialists, co-specialists and _ relief 
specialists, to grant permission to specialists, co-specialists 
or relief specialists to relinquish their positions, and to sus- 
pend at any time without prior notice, the registration of a 
specialist, co-specialist or relief specialist pending an oppor- 
tunity for fair hearing on termination of registration. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12328 (April 9, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 16528 (April 19, 
1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on April 2, 1976, be, and it hereby is, approved. 
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For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


proceedings pursuant to Section 15(c)(4) of the Securities 
Exchange Act of 1934 ("Exchange Act’’) with respect to The 


-_ 
» 0 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12464/May 20, 1976 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE AND TERMINATION OF DISAPPROVAL 
PROCEEDINGS 


File No. SR-CBOE-76-2 





Presley Companies (‘Presley’), 4600 Campus Drive, New- 


port Beach, California, a company whose securities are 


registered under Section 12(b) of the Exchange Act and 
listed on the American Stock Exchange and which is re- 
quired to file information, documents and reports with the 
Commission pursuant to Section 13 of the Exchange Act 
and the rules and regulations thereunder. 


The proceedings are based upon allegations of the Com- 
mission's staff that Presley has failed to comply with Sec- 
tions 12 and 13 of the Exchange Act in that it has filed 
reports which, among other things, omit material informa- 
tion required to be stated therein, or necessary to make 
statements therein not ‘misleading. 


The purpose of this proceeding will be to determine whether 
the allegations of the Commission’s staff are true and to af- 
ford Presley an opportunity to present explanations concern- 
ing the matters set forth in the Commission's Order. In ad- 


On February 17, 1976, the Chicago Board Options Ex- dition, the proceeding will determine whether Presley has 
ee change, Inc. (“CBOE”) filed with the Commission, pursuant failed to comply with the provisions of Sections 12 and 13 
to Section 19(b) of the Securities Exchange Act of 1934 of the Exchange Act, and the respective rules and 
(the ‘‘Act’’), as amended by the Securities Acts regulations thereunder, and, if so, whether an order requiring 
Amendments of 1975, and Rule 19b-4 thereunder, a sub- compliance should be issued requiring Presley, among other 
mission deleting in its entirety existing CBOE Rules things, to fully and adequately describe the present 
14.5(b,c) and the interpretation thereto designated 14.5.01, developmental status of the hydrogen converter, an inven- 
and adding a rule which would prohibit CBOE Board Brokers tion of Sam Leslie Leach which purportedly commercially 
@ from charging for execution services and adopt a schedule of displaces hydrogen gas from water. This proceeding will not 
, Exchange fees for Board Broker execution services. The attempt to determine the ultimate merits or potential of the 
proposed deletion of Rules 14.5(b,c) and interpretation hydrogen converter. 
] ( @ 14.5.01 has been approved by the Commission (Securities 
Exchange Act Release No. 12359 (April 22, 1976)) andthe Specifically, it is alleged that Presley's reports may be 
proposed new CBOE rules are the subject of disapproval deficient in that, among other things, they omitted to state 
proceedings (Securities Exchange Act Release No. 12358 material facts as follows: 
'@ (April 22, 1976)). By letter dated May 3, 1976 the CBOE 
has advised the Commission to the effect that it wished to 1. That the hydrogen converter, an invention of Sam 
withdraw its submission (SR-CBOE-76-2) from further con- Leslie Leach which is claimed to commercially dis- 
sideration, without prejudice to, or in waiver of, its future place hydrogen gas from water and to sequester ox- 
right to resubmit such proposed rule change. ygen gas for separate delivery in a self-sustaining 
and/or exothermic reaction, has not to date, been sub- 
° The Commission has considered the above-mentioned letter jected to adequate testing for the purpose of es- 
“6 from the CBOE as a request for Commission consent to tablishing that the hydrogen which was produced 
withdrawal of the referenced rule proposal under the terms could be produced on a self-sustaining basis without 
stated in the letter and has determined to grant such re- further input of energy or that the process is commer- 
. quest. Accordingly, the proposed new CBOE rules included cially feasible. : 
in the referenced submission are withdrawn and the disap- 
proval proceeding for consideration of such new CBOE rules 2. That the patent application filed by Sam Leslie 
is hereby terminated. Leach with the United States Patent Office relating to 
the hydrogen converter, does not support the claim 
+s By the Commission. that the hydrogen converter produces hydrogen on a 
self-sustaining basis without the net consumption of 
George A. Fitzsimmons the reactant and contains numerous errors. 
Secretary 
3. That there is no prototype of the hydrogen con- 
verter currently in existence which is capable of 
producing hydrogen on a self-sustaining basis without 
‘@ further input of energy or which is otherwise commer- 
cially feasible. 
i 4. That the market price of Presley common stock 
SECURITIES AND EXCHANGE ACT OF 1934 rose from approximately $4.75 per share to ap- 
3 { 9 Release No. 12465/May 20, 1976 proximately $20.38 per share during the period from 
& on or about Dec. 29, 1975 to on or about March 24, 
1@ The Commission today announced the institution of 1976 and that the explanation for such price rise 
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appears to be a market reaction to overly optimistic 
and misleading statements made in the market place 
concerning the claim that the hydrogen converter will 
be an inexpensive, commercially feasible source of 
energy. 


5. That at the time Presley entered into the license 
agreement with Sam Leslie Leach, Presley did not 
have, nor does it now have, any information which es- 
tablishes that the invention is scientifically valid or 
commercially feasible. 


6. That the licensing agreement between Presley and 
Sam Leslie Leach was entered into after little or no 
research was conducted by Presley with respect to the 
validity of the hydrogen converter; that Presley does 
not itself have the scientific or technical expertise to 
evaluate the claims made by Mr. Leach regarding the 
hydrogen converter; and that Presley did not seek any 
advice regarding the validity of the hydrogen converter 
nor did it obtain or study a copy of the patent appili- 
cation prior to executing the license agreement. 


7. That Presley was aware of various public claims 
made by Sam Leslie Leach, MJM Hydrotech, Morris J. 
Mirkin, Patrick McDonald and others concerning the 
self-sustaining nature of the termochemical process 
utilized by the hydrogen converter and its commer- 
cial feasibility and that Presley knew that said 
statements could have a significant impact on the 
market price of Presley common stock and that 
notwithstanding the above, Presley has not ascer- 
tained the truth of such claims through examination of 
the patent application, appropriate testing of the 
hydrogen converter or otherwise. 


8. That on or about December 12, 1975, Patrick L. 
McDonald, a person now associated with Mirkin and 
MJM Hydrotech, met with Randall Presley to discuss 
various financing techniques available to Presley to 
exploit the license agreement relating to the hydrogen 
converter and that as a result of said meeting, Patrick 
L. McDonald was authorized by Randall Presley to find 
additional financing for Presley by means of a place- 
ment of preferred stock or warrants as well as attemp- 
ting to negotiate a loan of $15 million for Presley. 


9. That portions of a release disseminated by Presley 
on or about September 10, 1975 to the effect that a 
test unit of the hydrogen converter ‘‘for industrial use 
is presently operating” and to the effect that “it is an- 
ticipated that the converter will be commercially viable 
for residential basis in fact and without verification by 
Presley. 


A hearing has been scheduled for June 7, 1976 at 10:00 
A.M., P.D.T. at the offices of the Securities and Exchange 
Commission, 10960 Wilshire Boulevard, Suite 1710, Los 
Angeles, California 90024 and to continue thereafter at 
such time and place as the hearing officer may determine. 


In addition, the Commission, pursuant to Section 12(k) of 
the Exchange Act, has determined not to suspend exchange 
and over-the-counter trading in Presley's securities beyond 
midnight (EDT) on May 23, 1976. 
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The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with other currently 
available information and any information subsequently 
issued by the company or developed by these proceedings. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. if any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12466/May 20, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
CHICAGO BOARD OPTIONS EXCHANGE, INC. File No. SR- 
CBOE-76-10. 


The Chicago Board Options Exchange, Inc. (“CBOE”), sub- 
mitted on May 19, 1976, a proposed rule change under Rule 
19b-4 to prescribe minimum fidelity bonding standards un- 
der Rule 9.22 of the CBOE Rules for members subject to the 
Rule and extend the Rule’s applicability to CBOE members 
which are also members of the Options Clearing Corpora- 
tion. 


Publication of the submission is expected to be made in the 
Federal Register during the week of May 24, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-CBOE-76-10. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 “’L’’ Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 
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For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12467/May 20, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9296/May 20, 1976 


WITHDRAWAL OF PROPOSED AMENDMENT TO FORMS 
N-10, N-1R, AND X-17a-9 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission has withdrawn the proposed 
amendments to Forms N-10, N-1R, and X-17a-9 published 
for comment in Investment Company Act Release No. 
6349 (February 16, 1971).' 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘It should be noted that the proposed amendment to Form 
N-1R was subsequently implemented in Investment Com- 
pany Act Release No. 6620 (July 15, 1971). The Commis- 
sion may in the future consider amendments to Forms N-10 
and X-17a-9 similar to those proposed in Investment Com- 
pany Act Release No. 6349 but believes that the current 
proposal should be withdrawn in view of the time which has 
elapsed since its issuance. 





INVESTMENT. COMPANY ACT OF 1940 
Release No. 9296/May 20, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12467/May 20, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12468/May 20, 1976 


AMENDMENT OF SECURITIES EXCHANGE ACT RULES 
10b-3, 15b8-1, 15b8-2, 15b9-1, 15b9-2, 15c1-1, 15c1-3, 


15c1-4, 15¢1-5, 15¢1-6, 15c1-7, 15c1-8, 15c2-4, 15c2-5, 
15c2-7 AND 15c2-11 AND ADOPTION OF RULE 15b10- 
12, EFFECTIVE, JULY 5, 1976; EXTENSION OF 


‘ TEMPORARY RULE 23a-1(T), EFFECTIVE MAY 15, 1976; 


WITHDRAWAL OF PROPOSED AMENDMENTS TO RULE 
10b-16. 


On November 26, 1975, the Securities and Exchange Com- 
mission announced the adoption of Securities Exchange Act 
temporary Rule 23a-1(T) relating to the regulation of the ac- 
tivities of certain municipal securities professionals and 
published proposals concerning the regulation of municipal 
securities brokers, municipal securities dealers and transac- 
tions in municipal securities.' The Commission has con- 
sidered the comments and suggestions it has received con- 
cerning the proposals and has amended Securities Exchange 
Act Rules 10b-3, 15b8-1, 15b8-2, 15b9-1 15b9-2, 15c1-1, 
15c1-3, 15c1-4, 15c1-5, 15c1-6, 15c1-7, 15c1-8, 15c2-4, 
15c2-5, 15c2-7 and 15c2-11 and adopted Securities Ex- 
change Act Rule 15b10-12, effective July 5, 1976. The 
Commission has also amended Securities Exchange Act 
temporary Rule 23a-1(T) to extend the exemptions provided 
by that rule until July 5, 1976. The purpose of the 
amendments ¢nd newly adopted rule is to provide for ap- 
propriate application of the rules established for brokers and 
dealers to transactions in municipal securities by brokers, 
dealers, and municipal securities dealers and to provide ex- 
emptions where such regulation of municipal securities 
trans-dactions or certain municipal securities professionals 
would be inappropriate or inadvisable at this time. The Com- 
mission has also withdrawn proposed amendments to 
Securities Exchange Act Rule 10b-16.? 


Rules Under Section 1 5(c)(1) of the Securities Exchange Act 
of 1934 (the “Act’) and Rule 10b-3 


Rules adopted under Section 15(c)(1) and Rule 10b-3 define 
practices which are manipulativen deceptive, or fraudulent 
and are, therefore, prohibited if engaged in by a broker or 
dealer who maces use of the mails or any means or in- 
strumentality of interstate commerce (the jurisdictional 
means’) to effect transactions in securities otherwise than 
on a national securities exchange of which it is a member, or 
by a municipal securities dealer who makes use of the 
jurisdictional means to effect transactions in municipal 
securities. These rules have been applicable since their 
adoption to transactions by brokers and dealers, including 
those who confined their dealings to transactions in 
municipal securities or exempted securities.’ 


In Release No. 11876 the Commission proposed to amend 
the rules under Section 15(c)(1) that specifically refer to 
brokers and dealers (Rules 15c1-1, 15c1-3, 15c1-4, 15c1- 
5, 15c1-6, 15c1-7 and 15c1-8) and Rule 10b-3 (which also 
specifically refers to brokers and dealers) to include 
municipal securities dealers.* The effect on the proposed 
amendments would be to prohibit municipal securities 
dealers from engaging in manipilative acts and practices 
defined as such by the rules under Section 15(c)(1) of the 
Act with respect to their business in municipal securities. 
Section 15(c)(1) of the Act provides that. with respect to 
municipal securities dealers, unlike brokers and dealers, the 
rules adopted thereunder would apply only to their business 
in municipal securities rather than in all securities (except 
commercial paper, banker's acceptances or commercial 
bills). Rules 10b-3 and 15c1-1, ad adopted, contain 
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language, which differs from that in the proposed 
amendments, designed to clarify the scope of the rules in 
this respect. 


Rules adopted under Section 15(c)(1), as amended to apply 
to municipal securities dealers, apply to any transaction in 
municipal securities engaged in by such persons regardless 
of the capacity in which they acted (/e., ad fiduciary or 
agent). Therefore, if a municipal securities dealer is a bank 
rather than a separately identifiable department or division 
of a bank, Rule 15c1-6, under the circumstancs stated in the 
rulen would apply to a transaction between the bank and a 
customer for whom the bank performed fiduciary duties and 
nrom whom the bank collected a fee for advising such 
customer with respect to securities. Similarly, Rule 15c1-4 
as amended requires that a bank municipal securities dealer 
which acts as agent with respect to a transaction in 
municipal securities, give or send to a customern at or 
before the completion of each such transactionn written 
notice disclosing whether he is acting as an agent for such 
customer, an agent for some other person, or as agent for 
both the customer and some other person.® 


Amendments to Rules 15c1-3, 15c1-5n 15c1-6, 15c1-7 
and 15c1-8 were adopted without change, thereby extend- 
ding the application of those rules to transactions in 
municipal securities. In its comments on the proposals con- 
tained in Release No. 11876, the Municipal Securities 
Rulemaking Board(’*MSRB”), which is required under Sec- 
tion 15B(b)(2) of the Act to promulgate rules concerning 
transactions in municipal securities by brokers, dealers and 
municipal securities dealers, stated that municipal securities 
dealers presently represent that securities are being offered 
“at the market” when they mean “that the price at which the 
securities are offered relates to the price at which municipal 
securities of comparable quality and similar characteristics 
are being traded.’’® Rule 15c1-8, which has applied to trans- 
dactions in municipal securities since it adoption in 1937,’ 
permits a broker or dealer to represent that a security is be- 
ing offered “at the market” or at a price related to the 
market price if’such broker or dealer knows or has 
reasonable grounds to believe that a market for such securi- 
ty exists other than that made, created, or controlled by him, 
or by any person for whom he is acting or with whom he is 
associated in such distribution. .... “(emphasis supplied). 
Many investment grade debt securities, which includes cer- 
tain municipal securities, are not considered unique by in- 
vestors, and, therefore, trade on the basis of such factors as 
money market conditions generally, couponn maturity, yield 
to maturity and call or redemption provisions. In the case of 
such securities, the fact that thre is an independent market 
for other classes of securities of the same issuer and for 
securities of other issuers which have comparable quality 
and yields, may, under appropriate circumstances, provide 
reasonable grounds for believing that an independnt market 
exists at the offer for the particular security offered, if offered 
in blocks of comparable size. Based on that understanding of 
Rule 15c1-8, the Commission does not believe that its con- 
tinued application to brokers and dealers, of its extension to 
municipal securities dealersn should present undue 
problems to the municipal securities market.® 


Rules under Section 15(c)(2) of the Act 


Prior to the Securities Acts Amendments of 1975 (1975 
Amendments”), municipal securities were ‘exempted 
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securities” under the Act, and Section 15(c)(2) of the Act, 
which by its terms does not apply to “exempted securities”, 
and rules promulgated thereunder were inapplicable to 
brokers and dealers effecting transactions in municipal 
securities. As a result of changes in the Act effected by the 
1975 Amendments, Rules 15c2-4, 15c2-5, 15c2-7 and 
15c2-11 would have become applicable to transactions 
in municipal securities by brokers and dealers. To preserve 
the status quo pending careful examination of those rules, 
the Commission announced the adoption of temporary Rule 
23a-1(T) in Securities Exchange Act Release No. 11876. 


1) Rule 15c2-4 


The Commission has adopted amendments to Rule 15c2-4, 
as proposed in Release No. 11876, to extend the application 
of the rule to bank municipal securities dealers, and, upon 
the expiration of Rule 23(a)(1)(T) on July 5, 1976, the rule 
will be applicable for the first time to transactions in 
municipal securities effected by brokers and dealers. Rule 
15c2-4 provides important protections to issuers and 
purchasers in “best-efforts’ and ‘‘all-or-none”’ offerings. The 
Senate Report on §.249 states in discussing the amend- 
ment of Sections 15(c)(1) and (2) and the application of 
those sections of the Act to transactions in municipal 
securities: 


This power, which the SEC arguably already has under 
Section 10(b) of the Exchange Act, is included in the bill 
to make clear that the Commission’s responsibility ex- 
tends beyond sanctioning those who have engaged in 
manipulative or deceptive practices with respect to 
municipal securities and includes the promulgation of 
prophylactic rules.'° 


Rule 15c2-4 is a necessary ‘prophylactic rule” which should 
apply to underwritings, other than firm commitment un- 
derwritings, of municipal securities as well as corporate 
securities.'' 


2) Rule 15c2-5 


After considering comments received concerning proposals 
in Release No. 11876 to apply the disclosure provisions of 
subparagraph (a)(1) of Rule 15c2-5 to all municipal 
securities professionals while providing an exemption for all 
municipal securities transactions from the suitability re- 
quirements contained in subparagraph (a)(2) of the rule, the 
Commission has adopted an exemption for municipal 
securities transactions from all the provisions of the rule. 
Thus, Rule 15c2-5 which has never applied to transactions 
in municipal securities will continue to be inapplicable to 
such transactions. Rule 15c2-5 is inapplicable to most trans- 
actions in securities, and the Commission has determined 
that it is not necessary, at this time, to impose special re- 
quirements with respect to extensions of credit in connec- 
tion with transactions in municipal securities. Brokers and 
dealers extending credit in connection with transactions in 
municipal securities will be subject to Rule 10b-16 and 
other applicable provisions. -Municipal securities dealers will 
be regulated by the general anti-fraud provisions under the 
federal securities laws, as well as regulations administered 
by bank regulatory agencies such as the Truth-in-Lending 
Act. 


3) Rule 15c2-7 
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In Release No. 11876 the Commission proposed to amend 
Rule 15c2-7 and to make it applicable to quotations in 
municipal securities entered in an interdealer quotation 
system by a broker, dealer, or bank municipal securities 


dealer. After considering comments received, the Commis- ' 


sion has concluded that the need for rules regulating 
quotations for municipal securities may be different than 
that for equity securities and has adopted an exemption to 
Rule 15c2-7 so that the rule will, for the time being, remain 
inapplicable to transactions in municipal securities. The 
MSRB is required by Section 15B(b)(2)(F) of the Act to 
propose and adopt rules governing the form and content of 
quotations for municipal securities and, therefore, adoption 
of the exemption will allow the MSRB to complete its review 
of the need for regulation of quotations in municipal 
securities and, as appropriate, to require implementation of 
modifications in municipal interdealer quotation systems in 
an orderly manner. 


4) Rule 15c2-11 


The Commission proposed, and has adopted, a complete ex- 
emption from the operation of Rule 15c2-11 for quotations 
in municipal securities. Rule 15c2-11 provides that it shall 
be a fraudulent, manipulative or deceptive practice within 
the meaning of Section 15(c)(2) of the Act for any broker to 
diseminate any quotation for a security unless certain infor- 
mation concerning the issuer is available—either in a filing 
with the Commission or in the broker's own files. 


Generally, the type of information required by the rule is that 
which would be disclosed in a registration statement filed 
under the Securities Act of 1933 or in the periodic reports 
filed under the Securities Exchange Act. Since municipal 
securities and their issuers are currently exempt from federal 
registration and reporting requirements, the Senate Com- 
mittee pointed out, in reporting on $.249, that “Rule 15c2- 
11 type of information is...generally not available for 
municipal securities and their issuers.’'? The Committee 
then stated that applying Rule 15c2-11 to municipal 
securities would ‘‘preclude borkers and dealers from submit- 
ting quotations on most issues of municipal securities,” a 
development which “would have very serious adverse con- 
sequences.’’'? The Committee concluded by stating that: 


[i]t expects, therefore, that immediately upon enactment 
of S$.249, the Commission will exempt municipal 
securities from Rule 15c2-11."4 


Accordingly, the Commission has amended Rule 15c2-11 to 
exempt quotations for municipal securities. for the time be- 
ing. 


Qualification Rules 


Both the MSRB and the Commission have rulemaking 
authority with respect to establishing qualification standards 
for municipal securities professionals. Under Section 
15B(b)(2)(A) of the Act, the MSRB is required to adopt rules 
which provide that: 


no municipal securities broker or municipal securities 
dealer shall effect any transaction in, or induce or attempt 
to induce the purchase or sale of, any municipal security 
unless such municipal securities broker or municipal 
securities dealer meets such standards of operational 


capability and such municipal securities broker or 
municipal securities dealer and every natural person 
associated with such municipal securities broker or 
municipal securities dealer meets such standards of train- 
ing, experience, competence, and such other qualifications 
as the Board finds necessary or appropriate in the public 
interest or for the protection of investors. 


The Commission's authority in this area is more cir- 
cumscribed in one respect. Under Section 15(b)(7) the Com- 
mission may adopt rules establishing standards of 
operational capability, training, experience and competence, 
with respect only to registered brokers and dealers — but 
not banks or separately identifiable departments or divisions 
of banks."® 


The Commission currently has two rules dealing with 
qualifications for brokers and dealers. These two rules were 
adopted by the Commission under old Section 15(b)(8). Rule 
15b8-1, which applies only to brokers and dealers registered 
under Section 15 of the Act who ere not members of a 
registered national securities association (i.e., the NASD), 
provides that nonmember brokers and dealers may not 
effect over-the-counter transactions in securities unless: (1) 
each associated person of such nonmember broker or dealer 
who is engaged directly or indirectly in securities activities 
any part of which is in (a) sales, (b) trading, (c) research or in- 
vestment advice, (d) advertising, (e) public relations, (f) hir- 
ing or recruitment of salesmen, (g) training of salesmen, or 
(h) underwriting, and every associated person who super-. 
vises others engaged in any of such activities, has 
successfully completed a general securities examination, 
and (2) such nonmember broker or dealer shall have filed 
with the Commission a Form U-4'* for each associated per- 
son engaged directly or indirectly in securities activities. 


Rule 15b8-2, as recently amended,'’ provides that no 
registered broker or dealer or associated person of a 
registered broker or dealer shall be deemed qualified if, by 
action of a registered national securities association or ex- 
change, such registered broker or dealer or associated per- 
son has been and is expelled or suspended from such 
association or exchange or has been and is barred or 
suspended from being associated with all members of such 
association or exchange rule which prohibits any act or trans- 
saction constituting conduct inconsistent with just and 
equitable principles of trade. The rule also provides for a 
procedure for reinstatement upon application to the Com- 
mission. 


At this time, the Commission continues to believe that the 
MSRB should, in the first instance, determine which 


. associated persons should be required to take examinations, 


and what the content of those examinations should be,'® 
even though the Commission's explicit authority has now 
been expanded to include qualifications for all brokers and 
dealers. On the other hand, the Commission is of the view 
that municipal securities professionals (other than banks) 
who are not members of the NASD should be required to file 
Form U-4 for their associated persons. Inasmuch as the 
NASD has the authority to require (and is requiring) that 
brokers and dealers applying for membership in that 
organization file Form U-4 for their associated persons for 
the principal purpose of determining whether any such per- 
son is subject to a ‘‘statutory disqualification,” within the 
meaning of the Act, the Commission has concluded that 
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SECO brokers and dealers should be subject to the same 
requirement.'® 


Accordingly, the Commission has amended Rule 15b8-1 to 
require only that nonmember brokers and dealers file Form 
U-4 on behalf of their associated persons who engage in 
municipal securities activities, and keep those forms ac- 
curate and complete. The Commission believes that requir- 
ing Form U-4 for associated persons is necessary to provide 
information to the Commission concerning the identity and 
background of associated persons, and that imposing such a 
requirement will not in any way interfere with the MSRB’s 
function in establishing qualification standards for municipal 
securities professionals. The Commission also has amended 
the definition of “nonmember”, for purposes of Rule 15b8- 
1, to include non-bank municipal securities dealers whose 
business is exclusively intrastate and who register pursuant 
to Section 15B of the Act rather than Section 15(b) (“in- 
trastate dealers’’). 


The Commission also has adopted an amendment to Rule 
15b8-2. The amendment provides, in addition to the current 
disqualification, that a registered broker or dealer or 
associated person is not qualified if suspended or expelled 
by the NASD for violating a rule of the MSRB_- which 
prohibits any act or transaction constituting conduct incon- 
sistent with just and equitable principles of trade. The appeal 
and reinstatement provisions of the rule remain unchanged, 
so that the Commission could remove a disqualification un- 
der appropriate circumstances.”° 


SECO Fees 


Rules 15b9-1 and 15b9-2 under the Act provide for pay- 
ment of fees and assessments by SECO brokers and dealers 
and require the filing of forms in connection therewith. Such 
fees are intended to defray the additional costs associated 
with regulating persons who are not members of a national 
securities association. The Commission has amended the 
definition of the term ‘‘nonmember” as used in those rules to 
make it applicable to intrastate dealers. Since the effective 
date of the amendment of Rule 15b9-2 is July 5, 1976, in- 
trastate dealers will not be required to pay the annual 
assessment required by that rule until 1977. 


Rules of Fair Practice 


Nonmember brokers and dealers are subject to the so-called 
“SECO program” of the Commission adopted pursuant to 
Sections 15(b)(8), (9) and (10) of the Act.?' Enacted in 1964 
as amendments to the Act, these provisions empowered the 
Commission to establish for such nonmember broker- 
dealers and their associated persons supplementary 
regulatory procedures and rules comparable to those 
adopted by the NASD for its members and their associated 
persons. In various rules adopted under the statutory 
provisions, the Commission has set up specific procedures 
and norms of conduct closely paralleling those of the NASD 
in areas such as qualifications of associated persons of 
broker-dealers (including written examinations), fees and 
assessments, standards for supervision of securities 
employees, discretionary accounts and suitability of 
recommendations. 


Section 15A(f) of the Act, as redesignated by the 1975 
Amendments, provides that Section 15A, which deals with 
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the authority of the NASD, is inapplicable to transactions by 
a broker or dealer in any “exempted security,” and, since 
municipal securities continue to be “exempted securities” 
for certain purposes under Section 15A, including Section 
15A(b)(6), the NASD has no power to adopt rules prescrib- 
ing just and equitable principles of trade for municipal 
securities professionals or to discipline members for viola- 
tion of existing NASD rules regarding just and equitable 
principles of trade in connection with municipal securities 
transactions. Until the MSRB acts pursuant to its authority 
under Section 15B(b)(2)(C) to enact rules applicable to all 
municipal securities professionals, both municipal securities 
brokers and dealers which are members of the NASD, and 
municipal securities dealers which are banks or departments 
or divisions of banks, will not be subject to any specific rules 
dealing with just and equitable principles of trade. In light of 
the foregoing and in anticipation of the adoption of ap- 
propriate MSRB rules covering all municipal securities 
professionals, the Commission has adopted Rule 15b10-12 
exempting from its existing SECO rules persons who are 
required to register as brokers and dealers solely by reason 
of acting as municipal securities brokers or municipal 
securities dealers.?2 


Rule 10b-16 


The Commission hereby withdraws proposed amendments 
to Rule 10b-16 announced in Release No. 11876. The Com- 
mission notes that unlike brokers and dealers registered with 
the Commission, municipal securities dealers which are not 
brokers or dealers are not exempt from the provisions of the 
Truth-in-Lending Act, 2? which currently appears to provide 
sufficient protection for customers of such _ persons. 
Therefore, the Commission has determined not to apply Rule 
10b-16 to municipal securities dealers which are banks or 
separately identifiable departments or divisions of banks. 


Extension of Temporary Exemption 


The amendments and rule adopted herein become effective 
July 5, 1976. In order to maintain the regulatory scheme for 
municipal securities professionals which existed prior to the 
effectiveness of the 1975 Amendments until such time as 
the amendments and rule become effective, the Commission 
has amended, effective May 15, 1976, Securities Exchange 
Act Temporary Rule 23a-1(T) to extend the exemptions 
provided in that rule. 


STATUTORY BASIS 


The Securities and Exchange Commission, acting pursuant 
to the provisions of the Securities Exchange Act of 1934, 15 
U.S.C. 78a et seg. as amended by the Securities Acts 
Amendments of 1975, Pub. L. No. 94-29 (June 4, 1975), 
and particularly Sections 2, 3, 10, 15, 15B, 17 and 23 
thereof, hereby amends Securities Exchange Act Rule 23a- 
1(T), effective May 15, 1976; adopts Securities Exchange 
Act Rule 15b10-12, effective July 5, 1976; and amends 
Securities Exchange Act Rules 10b-3, 15b8-1, 15b8-2, 
15b9-1, 15b9-2, 15c1-1, 15c1-3, 15c1-4, 15c1-5, 15c1-6, 
15c1-7, 15c1-8, 15c2-4, 15c2-7 and 15c2-11 effective 
July 5, 1976. 


The Commission, for good cause, finds that notice, public 
procedures on, and prior publication, pursuant to 5 U.S.C. 
553, of the amendments to Rule 15c1-1, 15c1-4, 15c2-5, 
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15c2-7 and Rule 23a-1(T) are unnecessary because of the 
notice afforded by Securities Exchange Act Release No. 
11876 and because the amendment to Rule 23a-1(T) ex- 
tends existing exemptions. The Commission finds that 


amendments to Securities Exchange Act Rules 10b-3, . 


15b8-1, 15c8-2, 15b9-1, 15b9-2, 15c1-1, 15c1-3, 15c1- 
4, 15c1-5, 15c1-6, 15c1-7, 15c1-8, 15c2-4, 15c2-5, 
15c2-7, 15c2-11 and 23a-1(T) and adoption of Rule 
15b10-12 impose burdens on competition in that, among 
other things, they impose fees and filing requirements on, 
and provide restrictions on the conduct of, persons subject 
to the rules and in that, pending action by the MSRB, a com- 
plete regulatory system will not be in place in the case of 
those rules for which exemptions have been provided, the 
Commission further finds, however, that such burdens are 
appropriate in furtherance of the purposes of the Act 
because similar fees are paid by other municipal securities 
professionals (other than banks for which the Act did not 
contemplate the payment of such fees) and because the 
restrictions imposed will protect investors from practices, on 
the part of municipal securities professionals subject to such 
restrictions, which normally are deterimental to investors. 


Text of Rules as Amended 


Rule 10b-3, 17 CFR 240.10b-3, is amended to read as 
follows, effective July 5, 1976: 


Rule 10b-3 Employment of manipulative and deceptive 
devices. 


The first paragraph of the rule is designated paragraph (a) 
and a new paragraph (b) is to be added as follows. 


(b) It shall be unlawful for any municipal securities dealer 
directly or indirectly, by the use of any means or in- 
strumentality of interstate commerce, or of the mails, or 
of any facility of any national securities exchange, to use 
or employ, in connection with the purchase or sale of any 
municipal security, any act, practice, or course of 
business defined by the Commission to be included 
within the term “manipulative, deceptive, or other 
fraudulent device or contrivance,” as such term is used in 
Section 15(c)(1) of the Act. 


Rule 15b8-1, 17 CFR 240.15b8-1, is amended to read as 
follows, effective July 5, 1976: 


Rule 15b8-1 Qualifications and fees relating to brokers 
and dealers who are not members of a national securities 
association. 


(a) * * #24 
te i 


(c) **e «© 


(1) The term “nonmember broker or dealer’ shall mean 
any broker or dealer, including a sole proprietor, 
registered under Sections 15 or 15B of the Act who is 
not a member of a registered national securities associa- 
tion. 


i Sor 





(d)(1) Except as hereinafter provided, the provisions of 
Rule 15b8-1 shall not apply to any person who is re- 
quired to register as a broker or dealer solely by reason of 
acting as a municipal securities broker or municipal 
securities dealer, or to any other broker or dealer insofar 
as such broker or dealer acts as a municipal securities 
broker or municipal securities dealer. 


(2) No nonmember broker or dealer who is required to 
register as a broker or dealer solely by reason of acting as 
a municipal securities broker or municipal securities 
dealer, and no other nonmember broker or dealer, insofar 
as such broker or dealer acts as a municipal securities 
broker or municipal securities dealer, shall effect any 
transaction in, or induce the purchase or sale of, any 
municipal security unless such nonmember broker or 
dealer meets all the following conditions: 


(i) Such a nonmember broker or dealer shall have filed 
with the Commission a Form U-4 with respect to each 
associated person engaged directly or indirectly in 
municipal securities activities, before such person 
engages in any such activities on behalf of such non- 
member broker or dealer; 


(ii) Such nonmember broker or dealer shall file 
promptly, in writing, information making accurate or 
complete a Form U-4 on behalf of any associated per- 
son whenever the information filed previously on 
behalf of such associated person is or becomes inac- 
curate or incomplete for any reason. This information 
may be in letter form and must be signed by a prin- 
cipal officer, partner, sole proprietor, managing agent, 
or any person occupying a similar status or performing 
similar functions; and 


(iii) Such nonmember broker or dealer shall have filed 
with the Commission on or before July 31 of each year 
a list of associated persons with respect to whom 
Form U-4 has been filed with the Commission and 
who have ceased to be associated persons during the 
preceding year ending June 30. 


Rule 15b8-2, 17 CFR 240.15b8-2, is amended to read as 
follows, effective July 5, 1976: 


Rule 15b8-2 Disqualification of registered brokers and 
dealers and their associated persons — association or ex- 
change disciplinary actions. 


(a) No registered broker or dealer or associated person of 
a registered broker or dealer shall be deemed qualified 
pursuant to Section 15(b)(7) of the Act, if, by action of a 
registered national securities association or exchange. 
such registered broker or dealer or associated person has 
been and is expelled or suspended from such association 
or exchange or has been and is barred or suspended from 
being associated with all members of such association or 
exchange for violation of any such association or ex- 
change rule or rule of the Municipal Securities Rulemak- 
ing Board which prohibits any act or transaction con- 
stituting conduct inconsistent with just and equitable 
principles of trade or requires any act the omission of 
which constitutes conduct inconsistent with just and 
equitable principles of trade. 
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(Op Rule 15b10-12 Exemption for certain municipal 
securities brokers and municipal securities dealers. 


pe 8 


The following rules of the Commission adopted pursuant to 








(4) In the case of a customer who sells a security 





Cia hy Section 15(b) of the Act shall not apply to any person who is 
required to register as a broker or dealer solely by reason of 
Cais acting as a municipal securities broker or municipal 
securities dealer: 
(f) o a a ry « 
Rule 15b10-1 Rule 15b10-7 } 
Rule 15b9-1, 17 CFR 240.15b9-1, is amended to read as Rule 15b10-2 Rule 15b10-8 
follows, effective July 5, 1976: Rule 15b10-3 Rule 15b10-9 
: Rule 15b10-4 Rule 15b10-10 
Rule 15b9-1 Initial fees for registered brokers or dealers Rule 15b10-5 Rule 15b10-11 
not members of a registered national securities associa- Rule 15b10-6 
tion and their associated persons. 1 
Rule 15c1-1, 17 CFR 240.15c1-1, is amended to read as ’ q 
(a) Se follows, effective July 5, 1976: 
(Miele Rule 15c1-1 Definitions. 
fo Raceaiet As used in any rule adopted pursuant to Section 15 (c)(1) 
of the Act: \ 
we rire 
(a) The term “customer” shall not include a broker or rl 
(e) For purposes of this rule: dealer or a municipal securities dealer; provided, 
however, that the term ‘‘customer” shall include a 
(1) The term “nonmember broker or dealer’ shall mean municipal securities dealer (other than a broker or dealer) 
any broker or dealer, including a sole proprietor, with respect to transactions in securities other than 
registered under Sections 15 or 15B of the Act who is municipal securities. 
not a member of a registered national securities associa- r) \¢ 
tion. (b) The term “the completion of the transaction” means: 
Rule 15b9-2, 17 CFR 240.15b9-2, is amended to read as (1) In the case of a customer who purchases a security a 
follows, effective July 5, 1976: through or from a broker, dealer or municipal securities 
dealer, except as provided in subparagraph (2) of this 
Rule 15b9-2 Annual fees for registered brokers and paragraph, the time when such customer pays the broker, 
dealers not members of a registered national securities dealer or municipal securities dealer any part of the s 3 P 
association. purchase price, or, if payment is effected by a bookkeep- 
ing entry, the time when such bookkeeping entry is made 
A) a te by the broker, dealer or municipal securities dealer for any 
part of the purchase price; 
5) area a 
(2) In the case of a customer who purchases a security 
ee ao through or from a broker, dealer or municipal securities 
dealer and who makes payment therefor prior to the time e) a 
fay oe when payment is requested or notification is given that 
payment is due, the time when such broker, dealer or { 
ie). 750" municipal securities dealer delivers the security to or into 
the account of such customer; 
CO hecaee 
(3) In the case of a customer who sells a security 
(g) Definitions. For the purpose of this rule: through or to a broker, dealer or municipal securities 7) F 
dealer except as provided in subparagraph (4) of this 
40 Paes aa paragraph, if the security is not in the custody of the ‘ 
broker, dealer or municipal securities dealer at the time of 
-(2) The term ‘‘nonmember broker or dealer’’ shall mean sale, the time when the security is delivered to the broker, 4 
any broker or dealer, including a sole proprietor, dealer or municipal securities dealer, and if the security is 
registered under Sections 15 or 15B of the Act who is in the custody of the broker, dealer or municipal securities 
not a member of a registered national securities associa- dealer at the time of sale, the time when the broker, 6; a 
tion. dealer or municipal securities dealer transfers the security 
from the account of such customer; 
§) eal 





Rule 15b10-12, 17 CFR 240.15b10-12, is adopted as 


through or to a broker, dealer or municipal securities 
follows, effective July 5, 1976: 


dealer and who delivers such security to such broker, 
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dealer or municipal securities dealer prior to the time 
when delivery is requested or notification is given that 
delivery is due, the time when such broker, dealer or 
municipal securities dealer makes payment to or into the 
account of such customer; . 





Rule 15c1-3, 17 CFR 240.15c1-3, is amended to read as 
‘ile follows, effective July 5, 1976: 


Rule 15c1-3 Misrepresentation by brokers, dealers and 
municipal securities dealers as to registration. 


device or contrivance,’ as used in Section 15(c)(1) of the 
P Act, is hereby defined to include any representation by a 

Te. broker or dealer that the registration of a broker or dealer, 
pursuant to Section 15(b) of the Act, or the registration of 
a municipal securities dealer pursuant to Section 15B(a) 
of the Act, or the failure of the Commission to deny or 





‘ revoke such registration, indicates in any way that the 

Commission has passed upon or approved the financial 

{ standing, business, or conduct of such registered broker, 

4) le dealer or municipal securities dealer or the merits of any 
security or any transaction or transactions therein. 


Rule 15c1-4, 17 CFR 240.15c1-4, is amended to read as 
follows, effective July 5, 1976: 


Rule 15c1-4 Confirmation of transactions. 


{a) The term ‘manipulative, deceptive, or other 
fraudulent device or contrivance,” as used in Section 
J 15(c)(1) of the Act is hereby defined to include any act of 
@ any broker, dealer or municipal securities dealer designed 
to effect with or for the account of a customer any tran- 
saction in, or to induce the purchase or sale by such 
s /{ e customer of any security (other than U.S. Tax Savings 
Notes, U.S. Defense Savings Stamps, or U.S. Defense 
Savings Bonds, Series E, F and G) unless such broker, 
dealer or municipal securities dealer at or before the com- 
pletion of each such transaction, gives or sends to such 
customer written notification disclosing (1) whether such 
broker or dealer is acting as a broker for some other per- 
son, or as a broker for both such customer and some 
’\'\@ other person; (2) in any case in which such broker or 
dealer is acting as a broker for such customer or for such 
- customer and some other person, either the name of the 
person from whom the security was purchased or to 
| whom it was sold for such customer and the date and 
time when such transaction took place or the fact that 
such information will be furnished upon the request of 
#) ® such customer, and the source and amount of any com- 
mission or other renumeration received or to be received 
by such broker or dealer in connection with the transac- 
tion; and (3) whether such municipal securities dealer, 
which is not a broker or dealer, is acting as a municipal 
securities dealer, as an agent for such customer, as agent 
for some other person, or as agent for both such 
6; e customer and some other person. 








ib) * 7° 


Rule 15c1-5, 17 CFR 240.15c1-5, is amended to read as 
follows, effective July 5, 1976: 





Rule 15c1-5 Disclosure of control. 


i is 


The term “manipulative, deceptive, or other fraudulent 


The term “manipulative, deceptive, or other fraudulent 
device or contrivance,” as used in Section 15(c)(1) of the 
Act, is hereby defined to include any act of any broker, 
dealer or municipal securities dealer controlled by, con- 
trolling, or under common control with, the issuer of any 
security, designed to effect with or for the account of a 
customer any transaction in, or to induce the purchase or 
sale by such customer of, such security unless such 
broker, dealer or municipal securities dealer, before enter- 
ing into any contract with or for such customer for the 
purchase or sale of such security, discloses to such 
customer the existence of such control, and unless such 
disclosure, if not made in writing, is supplemented by the 
giving or sending of written disclosure at or before the 
completion of the transaction. 


Rule 15c1-6, 17 CFR 240.15c1-6, is amended to read as 
follows, effective July 5, 1976: 


Rule 15c1-6 Disclosure of interest in distribution. 


The term “manipulative, deceptive, or other fraudulent 
device or contrivance,” is used in Section 15(c)(1) of the 
Act, is hereby defined to include any act of any broker 
who is acting for a customer or for both such customer 
and some other person, or of any dealer or municipal 
securities dealer who receives or has promise of receiving 
a fee from a customer for advising such customer with 
respect to securities, designed to effect with or for the ac- 
count of such customer any transaction in, or to induce 
the purchase or sale by such customer of, any security in 
the primary or secondary distribution of which such 
broker, dealer or municipal securities dealer is par- 
ticipating or is otherwise financially interested unless 
such broker, dealer or municipal securities dealer, at or 
before the completion of each such transaction gives or 
sends to such customer written notification of the ex- 
istence of such participation or interest. 


Rule 15c1-7, CFR 240.15c1-7, is amended to read as 
follows, effective July 5, 1976: 


Rule 15c1-7 Discretionary accounts. 


(a) The term ‘‘manipulative, deceptive. or other 
fraudulent device or contrivance,” as used in Section 
15(c) of the Act, is hereby defined to include any act of 
any broker, dealer or municipal securities dealer designed 
to effect with or for any customer's account in respect to 
which such broker, dealer or municipal securities dealer 
or his agent or employee is vested with any discretionary 
power any transactions of purchase or sale which are ex- 
cessive in size or frequency in view of the financial 
resources and character of such account. 


(b) the term “manipulative, deceptive, or other 
fraudulent device or contrivance,” as used in Section 
15(c)(1) of the Act, is hereby defined to include any act of 
any broker, dealer or municipal securities dealer designed 
to effect with or for any customer's account in respect to 
which such broker, dealer or municipal securities dealer 
or his agent or employee is vested with any discretionary 
power any transaction of purchase or sale unless im- 
mediately after effecting such transaction such broker, 
dealer or municipal securities dealer makes a record of 
such transaction which record includes the name of such 
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customer, the name, amount and price of the security, 
and the date and time when such transaction took place. 


Rule 15c1-8, 17 CFR 240.15c1-8, is amended to read as 
follows, effective July 5. 1976: 


Rule 15c1-8 Sales at the market. 


The term “manipulative, deceptive, or other fraudulent 
device or contrivance,” as used in Section 15(c)(1) of the 
Act. is hereby defined to include any representation made 
to a customer by a broker, dealer or municipal securities 
dealer who is participating or otherwise financially in- 
terested in the primary or secondary distribution of any 
security which is not admitted to trading on a national 
securities exchange that such security is being offered to 
such customer “at the market” or at a price related to the 
market price unless such broker, dealer or municipal 
securities dealer knows or has reasonable grounds to 
believe that a market for such security exists other than 
that made. created, or controlled by him, or by any person 
for whom he is acting or with whom he is associated in 
such distribution, or by any person controlled by. con- 
trolling or under common control with him. 


Rule 15c2-4, 17 CFR 240.15c2-4, is amended to read as 
follows, effective July 5, 1976: 


Rule 15c2-4 Transmission or maintenance of payments 
received in connection with underwritings. 


It shall constitute a “fraudulent, deceptive, or 
manipulative act or practice” as used in Section 15(c)(2) 
of the Act, for any broker, dealer or municipal securities 
dealer participating in any distribution of securities, other 
than a firm-oommitment underwriting, to accept any part 
of the sale price of any security being distributed unless: 


(a) The money or other consideration received is prompt- 
ly transmitted to the persons entitled thereto; or 


(b) If the distribution is being made on an “all-or-none” 
basis, or on any other basis which contemplates that pay- 
ment is not be be made to the person on whose behalf 
the distribution is being made until some further event or 
contingency occurs, (1) the money or other consideration 
received is promptly deposited in a separate bank ac- 
count, as agent or trustee for the persons who have the 
beneficial interests therein, until the appropriate event or 
contingency has occurred, and then the funds are 
promptly transmitted or returned to the persons entitled 
thereto, or (2) all such funds are promptly transmitted to 
a bank which has agreed in writing to hold all such funds 
in escrow for the person who have the beneficial interests 
therein and to transmit or return such funds directly to 
the persons entitled thereto when the appropriate event 
or contingency has occurred. 


Rule 15c2-5, 17 CFR 240.15c2-5, is amended to read as 
follows, effective July 5, 1976: 


Rule 15c2-5 Disclosure and other requirements when ex- 
tending credit in certain transactions. 
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(c) This section shall not apply to any offer to extend 
credit or arrange any loan, or to any credit extended or 
loan arranged, in connection with any offer or sale, or 
attempt to induce the purchase, of any municipal securi- 
ty. 


Rule 15c2-7, +7 CFR 240.15c2-7, is amended to read as 
follows, effective July 5. 1976: 


Rule 15c2-7 Identification of quotations. 


(a) It shall constitute an attempt to induce the purchase 
or sale of a security by making a “fictitious quotation” 
within the meaning of Section 15(c)(2) of the Act. for any 
broker or dealer to furnish or submit, directly or indirectly, 
any quotation for a security (other than a municipal 
security) to an inter-dealer quotation system unless: 


eee 2 ® 


Rule 15c2-11, 17 CFR 240.15c2-11, is amended, effective 
July 5, 1976. by adding at the end of paragraph (f) the 
following: 


(4) The publication or submission of a quotation respec- 
ting a municipal security. 


ee eee 


Rule 23a-1(T), 17 CFR 240.23a-1(T). is amended to read as 
follows. effective May 15, 1976: 


Rule 23a-1(T) Temporary exemption for certain municipal 
securities brokers and municipal securities dealers. 


(c) This temporary rule shall expire on July 5, 1976. 
By the Commission. 


George A. Fitzsimmons 
Secretary 





' Securities Exchange Act Release No. 11876 (November 
26. 1975), 40 F. R. 57357 and 60084 (1975) (‘Release No. 
11876"). 


2The Commission is currently studying proposed 
amendments to Rule 15b1-3 and proposed Rules 15B12-4, 
15Ba2-5, 15Bc3-1 and 17a-21 which were also announced 
in Release No. 11876. 


3 See, Securities Exchange Act Release No. 1330 (August 4. 
1937) 2 F.R. 1389 (1937). 


* Rule 15c1-1 defines the terms “customer” and “comple- 
tion of the transaction” for purposes of the Section 15(c)(1) 
series of rules; Rule 15c1-3 prohibits misrepresentation by 
brokers and dealers as to registration pursuant to Section 
15(b) of the Act: Rule 15c1-4 prohibits the effecting of 
transactions without written confirmations thereof: Rule 
15c1-5 prohibits a broker or dealer from effecting a 
securities transaction for the account of a customer in a 
security, where the issuer is in a control relationship with the 
broker or dealer, unless the broker or dealer discloses to the 














customer the existence of that relationship; Rule 15c1-6 
requires disclosure of participation or interest in a distribu- 
tion; Rule 15c1-7 prohibits “churning’’; Rule 15c1-8 
prohibits a broker or dealer from representing that a distribu- 
tion is being made ‘at the market” unless the broker or 
dealer knows or has reasonable grounds to believe that a 
market for such security exists other than that made, created 
or controlled by him; and Rule 10b-3 prohibits a broker or 
dealer from using any act, practice or course of business 
which has been defined by the Commission as within the 
term “manipulative, deceptive, or other fraudulent device or 
contrivence’’ as such term is used in Section 15(c)(1). 


5 Amendments to Rule 15c1-4, as adopted, clarify the 
proposed amendments. The rule, as amended, does not app- 
ly the phrase “acting as broker’ to transactions in which a 
bank municipal securities dealer acts as agent. By definition, 
a bank is not a broker. Section 3(a)(4) of the Act. 17 CFR 
240.0-1(B) provides: ‘Unless otherwise specifically stated 
the terms used in this part [which includes Rule 15c1-4] 
shall have the meaning defined in the Act.” 


§ Letter from the Municipal Securities Rulemaking Board to 
the Securities and Exchange Commission, Feb. 13, 1976. 
File No. S$7-604. 


7 Securities Exchange Act Release No. 1330 (Aug. 4, 1937). 


® The Commission has held, under Section 17(a) of the 
Securities Act of 1933 and Section 10(b) and Rules 10b-5 
and 15c1-2 under the Act, that “a dealer, in quoting prices 
to customers and selling at such prices, impliedly represents 
that the sale price bears some relation to a price prevailing in 
a free and open market.” Norris & Hirshberg, Inc., 21 SEC 
865, 881 (1946), aff'd 177 F.2d 


° Rule 15c2-4 requires prompt transmission, or maintenance 
in escrow, of payments received in connection with dis- 
tributions which are made on an “all-or-none”’ basis, or on 


-any other basis which contemplates that payment is not to 


be made until some future event or contingency occurs; 
Rule 15c2-5 prohibits a broker or dealer from arranging a 
loan for a customer to whom a security is sold (other than a 
loan in compliance with Regulation T) unless, before the 
transaction was entered into, the broker or dealer reasonably 
determined that the transactionn including the loan 
arrangements, is suitable for the customer and delivers to 
him a written statement setting forth certain material infor- 
mation as to the nature and extent of a customer's 
obligations; Rule 15c2-7 requires the identification of 
quotations furnished to an interdealer quotation system; and 
Rule 15c2-11 requires that certain information concerning 
an issuer be available if a broker disseminates any quotation 
for a security. 


‘0S. Rep. No. 94-u5, Report of the Senate Committee on 
Banking, Housing and Urban Affairs to Accompany S. 249, 
94th Cong., 1st Sess. 50 (1975). 


'' Rule 15c2-4 regulates the use which can be made, by 
brokers, of payments made in respect to securities being 
offered in underwritings other than firm commitment un- 
derwritings. Persons concerned with regulation of municipal 
securities transactions also draw attention to Rule 1pb-9, 
which prohibits certain representations in connection with 
underwritings and which has been applicable to municipal 


securities since its adoption in 1962. Rule 10b-9 is intended 
to protect investors whose decisions to purchase a security 
in an underwriting are made in the expectation that an in- 
vestment presents an acceptable risk if, but only if, the issuer 
received proceeds from the offering to the extent 
represented (‘‘all or none” or “part or none”). Thus, “[t]he 
representation is intended to assure subscribers that, if the 
offering should prove unsuccessful in that less than all or 
less than the specified minimum number of securities are 
sold, their funds, or an indicated part of their funds, will 
promptly be returned.”’ Securities Exchange Act Release No. 
11532 (July 11, 1975). Accordingly, Rule 10b-9 would not 
specifically apply to secondary market transactions where 
potential purchasers would not be relying on an “all or none” 
or similar representation in terms of the proceeds to be 
received by an issuer. Nevertheless, material misrepresen- 
tations of any kind, whether in connection with primary or 
secondary transactions, would violate Rule 10b-5. The Com- 
mission understands that the MSRB is investigating the 
practice of using the term “all or none” in secondary market 
transactions in municipal securities with a view to deter- 
mining whether any clarification would be appropriate. 


'2$. Rep. No. 94-75, Report of the Senate Committee on 
Banking, Housing and Urban Affairs to Accompany S.249, 
94th Cong., 1st Sess. 48 (1975). 


13 Jd. 
14 Id. 


'S The Commission's authority with respect to establishing 
qualifications for securities professionals was, however, ex- 
panded by the Act. Prior to the 1975 Amendments, old Sec- 
tion 15(b)(8) of the Act provided the Commission's authority 
to set qualifications, but limited such authority to SECO 
broker/dealers (i.e., those registered brokers and dealers 
who effected transactions over-the-counter and who were 
not members of the NASD). The 1975 Amendments 
renumbered old Section 15(b)(8) as 15(b)(7) and expanded 
its coverage to include all brokers and dealers registered 
pursuant to Section 15 of the Act. i 


‘6 Form U-4 is the new uniform registration form for 
associated persons. See Securities Exchange Act Release 
No. 11424 (May 15, 1975), 40 F.R. 30634 (1975). 


'? Securities Exchange Act Release No. 12160 (March 3, 
1976), 41 F.R. 10599(1976). 


'8 The MSRB has filed, pursuant to Section 19(b) of the Act, 
proposed rules which would establish professional qualifica- 
tion standards. File No. SR-MSRB-76-3. Securities Ex- 
change Act Release No. 12177 (March 8, 1976), 41 F.R. 
10486 (1976). 


‘Qn May 19, 1976, the MSRB filed, pursuant to Section 
19(b) of the Act, a proposed rule which, subject to certain 
minor variations, would impose substantially similar re- 
quirements on all municipal securities professionals, in- 
cluding banks. File No. SR-MSRB-76-5. It currently appears 
that there would not be any conflict or unnecessary duplica- 
tion as a result of the amendment of Rule 15b8-1 and the 
proposed MSRB rule. 


20 The MSRB has filed, pursuant to Section 19(b) of the Act, 
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proposed rules which provide that securities professionals 
who have been disciplined by, or barred or expelled from, an 
exchange or association for violation of rules governing just 
and equitable principles of trade in connection with cor- 
porate securities activities shall be disqualified from acting 
as a municipal securities broker or dealer (unless the Com- 
mission removes the disqualification). File No. SR-MSRB- 
76-3. Securities Exchange Act Release No. 12177 (March 
8, 1976), 41 F.R. 10686 (1976). 


2! These sections were amended and redesignated as Sec- 
tions 15(b)(7), (8) and (9) by the 1975 Amendments. 


22 Rules which are effected by this exemption are Rule 
15b10-1, which defines the terms ‘nonmember broker or 
dealer,” ‘associated person,” and “complaint: Rule 15b10- 
2, which requires nonmember brokers and dealers to 
observe high standards of commercial honor and just and 
equitable principles of trade; Rule 15b10-3, which prohibits 
unsuitable recommendations; Rule 15b10-4, which requires 
that nonmember brokers and dealers exercise diligent super- 
vision over associated persons; Rule 15b10-5, regulating 
the use of discretionary accounts; Rule 15b10-6, which re- 
quired certain records be maintained with respect to 
customers; Rule 15b10-7, which provides an exception for 
brokers and dealers who have no customer accounts and 
have gross income from over-the-counter activities not 
greater than $1,000; Rule 15b10-8 and 15b10-9, which 
regulate the offering of securities of nonmember brokers or 
dealers, including the conditions under which such brokers 
or dealers may underwrite their own securities or the 
securities of an affiliate; Rule 15b10-10, which prohibits 
favoring or disfavoring the distribution of shares of open-end 
investment companies on the basis of brokerage com- 
missions received from any source; and Rule 15b10-11, 
which requires fidelity bonds. 


2315 U.S.C. 1603. 


208 @ 


indicates no change. 


25 * * 7 + - 


indicates the portion of the rule preceding or 
following is unchanged. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12469/May 20, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-76-5 


The Municipal Securities Rulemaking Board submitted on 
May 19, 1976, a proposed rule change under Rule 19b-4 to 
supplement proposed rules on standards of professional 
qualification’ by requiring municipal securities brokers and 
municipal securities dealers to obtain, and certain associated 
persons thereof to furnish, information concerning the 
education and business background of such persons and a 
history of any disciplinary actions taken against them, 
among other matters. 
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Publication of the submission is expected to be made in the 
Federal Register during the week of May 24, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-MSRB-76-5. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





‘The MSRB has previously filed, pursuant to Section 19(b) 
of the Act, proposed rules which would establish 
professional qualification standards. File No. SR-MSRB-76- 
3. Securities Exchange Act Release No. 12177 (March 8, 
1976), 41 F.R. 10686 (1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12470/May 20, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


(SR-NYSE-76-24) 


ORDER APPROVING PROPOSED RULE CHANGES AND 
EXTENDING TIME FOR CONSIDERATION OF PROPOSED 
RULE CHANGE 


On April 7, 1976, the New York Stock Exchange, Inc. 
("NYSE") filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act’’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change to 
amend its Rules 100, 101, 104, 108 and 126 to provide Ex- 
change specialists with the ability to properly perform, 
simultaneously, the functions of both specialist and odd-lot 
dealer. 3 


Notice of the proposed rule change was given by publication 
of a Commission Release (Securities Exchange Act Release 
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> 
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No. 12329 (April 19, 1976) and notice together with the 
terms of substance of the proposed rule change was given 
by publication in the Federal Register (41 Fed. Reg. 16532 
(April 19. 1976)). 


The Commission finds that the proposed amendments to 
NYSE Rules 100(e.f) 101, 104, 108 and 126 are consistent 
with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


The Commission also finds that the amendments to NYSE 
Rules 100(a) and (b) raise a question of whether the existing 
or proposed form of those rules is consistent with the pur- 
poses of the Act in light of the adoption of new NYSE Rule 
100(e). The Commission believes that the proposed 
amendments to NYSE Rule 100(a) and (b) should thus 
receive further consideration before a determination is made 
by the Commission to approve the rule proposal or to in- 
stitute proceedings, pursuant to Section 19(b)(2) of the Act. 
to determine whether it should be disapproved. 


1T IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed amendments to NYSE Rules 
100(e.f) 101, 104, 108 and 126 as filed with the Commis- 
sion on April 7, 1976, be, and hereby are. approved. 


IT iS FURTHER ORDERED, pursuant to Section 19(b)(2) of 
the Act. that the time for consideration of the proposed 
amendments to NYSE Rules 100(a) and (b) is hereby ex- 
tended to July 19, 1976. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12471/May 20, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New YOrk. New York 10005 


(SR-NYSE-76-22) 


ORDER APPROVING PROPOSED RULE CHANGE BY THE 
NEW YORK STOCK EXCHANGE. INC. 


On April 1, 1976. the New York Stock Exchange. Inc. 
("NYSE") filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act”), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change. 
The NYSE proposal calls for the amendment of Section B6 
of the NYSE Company Manual to provide alternate 
numerical standards for listing foreign issues that are sub- 


stantially above those presently required for listing domestic 
issues. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12321, (April 7, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 16233 (April 16. 
1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to a national securities ex- 
change, and in particular, the requirements of Section 6 and 
the rules and regulations thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change 
be, and it hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19528/May 14, 1976 


in the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


(70-5836) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY COMPETITIVE BIDDING 


Eastern Utilities Associates (“EUA"), a registered holding 
company, has filed a declaration and amendments thereto. 
with this Commission pursuant to Sections 6(a), 7 and 12(c) 
of the Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 50 promulgated thereunder regarding the follow- 
ing proposed transaction. 


EUA proposes to issue and sell up to 505,055 shares of its 
common stock (par value $5.00 per share) (‘stock’) by 
competitive bidding. Proceeds from the sale of the stock 
will be applied to the reduction of EUA's outstanding 
short-term bank borrowings. At the time of the expected 
sale of the stock in June 1976, it is estimated that 
EUA will have $20,000,000 in short-term borrowings 
outstanding. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
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transaction. The record is incomplete with respect to fees 
and expenses to be incurred in connection with the pro- 
posed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19472), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective, subject to the reservation of jurisdiction 
ordered below: 


IT iS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act, and subject further to 
the reservation of jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it hereby 
is, reserved with respect to fees and expenses to be incurred 
in connection with the proposed transaction. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19529/May 14, 1976 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 
New Castle, Pennsylvania 


(70-5856) 


NOTICE OF PROPOSED LEASES OF NUCLEAR FUEL AND 
RELATED FACILITIES 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison’), a registered holding company and electric 
utility company and its electric utility subsidiary, Penn- 
sylvania Power Company (Pennsylvania), have filed an 
application with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘Act’), designating 
Sections 9(a) and 10 of the Act as applicable to the pro- 
posed transactions. All interested persons are referred to 
the application, which is summarized below, for a complete 
statement of the proposed transactions. 
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Ohio Edison, Pennsylvania Power Company, The Cleveland 
Electric Illuminating Company, Duquesne Light Company 
and The Toledo Edison Company (collectively referred to as 
the “CAPCO companies”, herein called ‘‘Lessee’’) propose to 
enter into separate Nuclear Material Lease Agreements with 
PruLease, Inc. (“Lessor’’) to lease certain nuclear fuel and 
nuclear fuel components thereof (the ‘Nuclear Material’). 
The Nuclear Material will be used by Lessee to satisfy the 
fuel requirements of Beaver Valley Unit No. 2 and Perry Unit 
No. 1. Lessor is a subsidiary of Pruco, Inc., a holding com- 
pany subsidiary of Prudential Insurance Company. The 
obligations of the Lessee under the Leases will be several 
and not joint and will be based on their proportionate 
ownership in the unit involved. 


The Lessee will lease the Nuclear Material under each Lease 
for approximately one year, beginning with the date Lessor 
first makes a payment under the Lease toward the cost of 
the Nuclear Material (the “Lease Term’). Thereafter, the 
Lease may be extended from month to month until termina- 
tion (the “Extended Term’’). 


Under the Leases, the Lessor is obligated to pay the cost of 
the Nuclear Material (the “Acquisition Cost’). If any part of 
the Acquisition Cost is paid or incurred by the Lessee, the 
Lessor shall promptly reimburse the Lessee. 


At the option of the Lessee, any rent paid by Lessee to 
Lessor with respect to any Nuclear Material prior to comple- 
tion of the first 200 full power hours of burn of the Nuclear 
Material and closing costs payable by Lessee to Lessor with 
respect to a Lease, will be considered an Acquisition Cost 
under that Lease. 


Pursuant to the Leases, the Lessee will assign to the Lessor 
all contracts relating to the purchase of or services to be per- 
formed with respect to Nuclear Material and entered into by 
it prior to the effective date of the applicable Lease and the 
Lessor will reimburse the Lessee for all payments 
theretofore made with respect to such contracts. 


Under the Leases, the Lessee assumes all risks of loss or 
damage to the Nuclear Material and is responsible for keep- 
ing the Nuclear Material in good operating condition and 
repair. The Lessee is obligated to procure physical damage 
insurance in an amount not less than the Lessor’s un- 
recovered Acquisition Cost as it exists from time to time, 
and liability insurance to the extent required by applicable 
laws, rules, or regulations. The Lessee also may self-insure 
to the extent required by applicable laws, rules or 
regulations and agreed to by the Lessor. 


The Lessor and its affiliates are fully indemnified by the 
Lessee against all claims, demands, liabilities, costs and ex- 
penses arising as a result of the Lessor having leased the 
Nuclear Material except certain costs and expenses which 
are the responsibility of the Lessor under a Lease. 


Lease payments will be payable monthly and will commence 
with the term of the Lease. These payments will depend on 
whether the Nuclear Material is carried on an Interim Leas- 
ing Record or a Final Leasing Record. Basically, Nuclear 
Material is carried on an Interim Leasing Record when it is 
not actually installed for operation in a nuclear reactor and 
thereafter until the first day of the month on or after which 
such Nuclear Material has completed its first 200 full power 
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hours of burn. Nuclear Material not carried on an Interim 
Leasing Record is carried on a Final Leasing Record. On an 
Interim Leasing Record the amount of any specific rental 
payment is determined by allocating Lessor’s then un- 


recovered Acquisition Cost with respect to that Nuclear . 


Material equally over a 360 day period and by multiplying a 
portion of the amount so allocated (the portion attributable 
to the number of days equal to the number of days covered 
by the rental payment) by a percentage equal to the sum of 
1 3/4% plus the higher of (i) the prime rate of Morgan 
Guaranty Trust Company or (ii) the rate of interest paid by 
Lessor on its commercial paper. For the first two full calen- 
dar months that Nuclear Material is carried on a Final Leas- 
ing Record, rental payments are the same as they would be 
under an Interim Leasing Record. Thereafter, the amount of 
any specific rental payment is the amount payable while the 
Nuclear Material is being carried on an Interim Leasing 
Record plus an amount designed to permit the Lessor to 
recover the Acquisition Cost associated with that Nuclear 
Material over the period during which such Nuclear Material 
is expected to be utilized in connection with the generation 
of electric power, taking into account any anticipated 
salvage value with respect thereto. 


The Leases are subject to termination by either party by 
notice or otherwise pursuant to their terms. Depending on 
the circumstances of the termination, the Lessor is entitled 
to receive the fair market value of the Nuclear Material or its 
unrecovered Acquisition Cost with respect thereto (the ‘’Ter- 
mination Price’). However, the Lessor shall never receive 
less than its unrecovered Acquisition Cost upon any ter- 
mination of a Lease. In certain circumstances, the Lessee is 
entitled to take title to the Nuclear Material upon payment of 
the applicable Termination Price. In order events, the Lessor 
retains title while the Lessee (if it is a non-default situation) 
seeks to sell the Nuclear Material on behalf of the Lessor. 
The Lessee is then obligated to pay the Lessor the un- 
recovered Acquisition Cost and is entitled to a reimburse- 
ment from the Lessor out of the proceeds of any such sale 
up to the amount of the unrecovered Acquisition Cost so 
paid. 


Specified events of default under a Lease can trigger ter- 
mination of that Lease and/or other remedies, including the 
right to repossess the Nuclear Material. If one of the Lessees 
default, the non-defaulting companies have the right to cure 
any such default. 


Under the Leases, unrecovered Acquisition Costs for Beaver 
Valley No. 2 and Perry Unit No. 1 may not exceed $52,000,- 
000 and $70,000,000, respectively. The allocable percen- 
tages of Ohio Edison and Pennsylvania with respect thereto 
are 35.6% and 6.28%, respectively (i.e., $18,512,000 and 
$24,920,000, respectively for Ohio Edison and $3,265,000 
and $4,396,000, respectively for Pennsylvania). 


Under certain conditions, each of the Leases permits 
Nuclear Material covered by a Lease to be transferred for 
lease under any other lease of Nuclear Material between 
some or all of the CAPCO companies and the Lessor and 
permits Nuclear Material covered by any such lease to be 
transferred for lease under a Lease. If any such transfers are 
made and the lease from which the Nuclear Material is taken 
or to which it is added relates to a unit in which the 
ownership interests of Ohio Edison and Pennsylvania differs 
from their ownership interests in Beaver Valley Unit No. 2 or 


Perry Unit No. 1, there may be a disposition or acquisition of 
a utility asset by Ohio Edison or Pennsylvania. In the event 
that such transfer adds Nuclear Material to a Lease and 
results in an increase in the dollar amount of the then 
remaining proportional obligation of either Ohio Edison or 
Pennsylvania under that Lease to an amount greater than 
that stated above, Ohio Edison or Pennsylvania, as the case 
may be, would notify the Commission and request authoriza- 
tion for such transfer. 


Ohio Edison and Pennsylvania propose to charge the rent 
under the Leases to fuel expense and to account for the 
transactions as leases rather than as purchases. 


The fees, commissions and expenses to be incurred in con- 
nection with the proposed transactions by Ohio Edison and 
Pennsylvania are estimated to be $8,500 and $2,200, 
respectively, including legal fees of $6,800 for Ohio Edison 
and $1,700 for Pennsylvania. It is stated that no state com- 
mission and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions, except 
that the Nuclear Regulatory Commission has jurisdiction 
over the ownership, possession, storage and handling of the 
Nuclear Material. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 10, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicants at the above-stated 
addresses, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as filed or 
as it may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 19530/May 18, 1976 


In the Matter of 
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ALLEGHENY POWER SYSTEM, INC. 
New York, New York 10022 


(70-5843) 


ORDER AUTHORIZING PROPOSAL TO INDEMNIFY SURE- 
TY COMPANY FOR BONDS POSTED IN CONNECTION 
WITH COAL MINING OPERATIONS 


Allegheny Power System, Inc. ("APS"), a registered holding 
company, has filed a declaration with this Commission pur- 
suant to Sections 12(c) and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the follow- 
ing proposed transaction. 


Allegheny Pittsburgh Coal Company ("AP Coal”), a sub- 
sidiary coal company of APS, owns approximately 3,000 
acres of coal lands in Webster County. West Virginia, with 
an estimated 22 million tons of recoverable coal having an 
average sulfur content of 1%, based on preliminary drilling. It 
is stated that AP Coal has now received permits for the min- 
ing of 1634 acres and expects to file permit applications for 
an additional 433 acres within the next 12 months. AP Coal 
plans to surface mine (strip mine) the coal which is expected 
to be burned at the APS Harrison Steam Electric Generating 
Station. 


APS states that under West Virginia law a condition prece- 
dent to the issuance of necessary mining permits is the 
posting of bond (or the deposit of cash or negotiable 
securities) in the amount of $1,000 per acre for acres to be 
mined. The bond is to guarantee that mining operations will 
be in accordance with the permit issued to mine the property 
and that all necessary reclamation work will be completed. 
APS further states that current requirements are that such a 
bond be posted by a surety which is independent of the coal 
company. 


AP Coal has accordingly arranged for Safeco Insurance 
Companies ("Safeco") to provide such bond or bonds from 
time to time as permits are applied for and are issued. 
Safeco has indicated that for AP Coal to obtain the most 
economic rate on the surety contract, it is necessary for 
Safeco to be indemnified by a known company with an 
acceptable credit rating. APS therefore proposes to enter 
into an indemnity agreement or agreements whereby APS 
will indemnify Safeco for any loss or expense incurred by 
Safeco in connection with a bond or bonds issued by Safeco 
as surety for AP Coal. The maximum amount of indemnity 
from APS to Safeco at any one time outstanding will not ex- 
ceed $2,500,000. As surety bonds are released, after all 
reclamation activities have been completed, the amount of 
the indemnity will decrease accordingly. 


Safeco has provided the necessary bonds for acreage on 
which permits have already been granted on the basis that 
APS will, subject to requisite regulatory approval, indemnify 
Safeco for any losses. It is stated that AP Coal has agreed 
not to commence mining operations unless such indem- 
nification has been provided or sufficient collateral has been 
deposited with Safeco. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 
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Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19492), and no hearing has been requested 
of or ordered by the Commission. It is hereby found that the 
applicable standards of the Act and rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as amend- 
ed, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19531/May 18, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5857) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE iS HEREBY GIVEN that Jersey Central Power & 
Light Company ("Jersey Central’), an electric utility sub- 
sidiary company of General Public Utilities Corporation. a 
registered holding company. has filed an application with 
this Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Section 6(b) of the 
Act and Rule 50 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are referred 
to the application, which is summarized below, for a com- 
plete statement of the proposed transaction. 


Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the Act, 
up to $35,000,000 aggregate principal amount of First 
Mortgage Bonds, to mature in not less than 5 years and not 
more than 30 years. The interest rate (which will be a multi- 
ple of 1/8 of 1%) and the price (which will be not less than 
98% and not more than 101% of the principal amount of the 
Bonds, plus accrued interest from June 1, 1976. to the date 
of delivery) will be determined by competitive bidding. The 
bidding procedure will not establish a minimum or maximum 
interest rate within which bids may be submitted. The bonds 
will be issued under the Indenture, dated as of March 1, 
1946, between Jersey Central and Citibank, Trustee, as 
heretofore supplemented and amended, and as to be further 
supplemented and amended by a Thirtieth Supplemental 
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Indenture to be dated as of June 1, 1976. None of the bonds 
may be redeemed at the option of Jersey Central prior to 
June 1, 1981, if the funds for such redemption are obtained 
at an interest cost lower than the yield of the Bonds, except 


under certain circumstances. Jersey Central shall notify © 


prospective bidders no later than 72 hours prior to the time 
designated for the submission of bids of the maturity date of 
the bonds. 


The entire proceeds (exclusive of any premium or discount 
and accrued interest) from the sale of the bonds will be 
applied to the payment at or before maturity of a portion of 
Jersey Central's $55,000,000 of short-term bank loans ex- 
pected to be outstanding at the date of sale of the bonds or 
for construction purposes. The estimated cost of Jersey Cen- 
tral’s 1976 construction program is approximately $145,- 
000,000 (including allowance for funds used during con- 
struction). At April 30, 1976, Jersey Central had short-term 
bank loans outstanding of $38,100,000. 


The fees and expenses to be incurred by Jersey Central in 
connected with the proposed transaction and the fees and 
expenses of counsel for the underwriters, to be paid by the 
successful bidders, will be supplied by amendment. It is 
stated that the Board of Public Utility Commissioners of 


- New Jersey has jurisdiction over the proposed transaction 


and that no other state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 11, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an at- 
torney at law, by certificate) should be filed with the request. 
At any time after said date, the application, as filed or as it 
may be amended, may be granted as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19532/May 18, 1976 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 


(70-5851) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL PAPER 
TO A DEALER IN COMMERCIAL PAPER AND EXCEPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power & Light 
Company (‘‘Delmarva”), a registered holding company and a 
public-utility company, has filed an application with this 
Commission pursuant to the Public Utility Holding Company 
Act of 1935 ("Act’’), designating Sections 6(a) and 7 of the 
Act and Rules 50(a)(2) and 50(a)(5)(C) promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the declaration, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


Delmarva proposes to issue from time to time until 
December 31, 1977, short-term securities in an aggregate 
principal amount not to exceed $75,000,000 outstanding at 
any one time. The company requests that for a period ending 
on December 31, 1977, the exemption from the provisions 
of Section 6(a) of the Act afforded to it by the first sentence 
of Section 6(b) thereof, relating to the sale of short-term 
notes, be increased so as to permit the issuance and sale of 
said $75,000,000 of short-term securities. On April 17, 
1973, Delmarva, at its annual meeting of stockholders, ob- 
tained the consent of the holders of preferred stock and 
common stock, voting separately as classes, to amend its 
Certificate of Incorporation to liberalize the unsecured debt 
limitation to permit issuance, without further consent of 
preferred stockholders, of up to 20% of capitalization as long 
as no more than 10% of such indebtedness has maturities of 
less than ten years. At the same meeting, the company ob- 
tained the consent of preferred stockholders to waive the 
10% limitation on indebtedness with maturities of less than 
ten years until June 30, 1977, and then only for unsecured 
debt maturing before January 1, 1978, provided the total 
unsecured debt does not exceed 20% of capitalization. 


The proposed securities will be in the form of short-term 
notes issued to banks or commercial paper issued to a 
dealer in such securities. The notes to banks will be limited 
to an aggregate of $75,000,000 outstanding at any one 
time. The commercial paper will be limited only to the extent 
that, when added to short-term notes to banks actually out- 
standing on the date of issuance, the total will not exceed 
the $75,000,000 of proposed borrowings. The proceeds of 
the proposed bank notes and commercial paper will be used 
to finance part of Delmarva’s 1975 and 1976 construction 
program of about $258,123,000, including an allowance for 
funds used during construction of $15,782,000 Delmarva 
intends to repay such borrowings from the net proceeds of 
the sale of first mortgage bonds and/or equity securities 
prior to December 31, 1977. 
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The bank notes will be unsecured, will bear interest at the 
prime rate in effect at the lending bank on the date of issue 
and adjusted from time to time as required by the bank, and 
will be prepayable at any time without premium or penalty 
except that the company may not prepay any note in whole 
or in part from the proceeds of any subsequent bank loan at 
a lower rate of interest. The notes will mature not more than 
270 days from the date of issue and in any event not later 
than June 30, 1976. The purpose of the bank lines of credit 
is to establish an alternative source of credit to back up the 
company’s commercial paper. Delmarva expects to borrow 
from the following banks up to the maximum amount listed: 


Wilmington Trust Company, 
Wilmington, Delaware .............. $ 5,560,000* 
Bank of Delaware 


Wilmington, Delaware .............. 3,800,000" 
Farmers Bank of the State of Delaware, 

Wilmington, Delaware .............. 1,500,000° 
Delaware Trust Company 

Wilmington, Delaware .............. 2,000,000 * 
First National Bank of Baltimore 

Salisbury and Baltimore, Maryland .... 8,050,000* 
Irving Trust Company,- 

MBWINORGONEN: <5): aise ckan ceed actes 10,000,000 
Manufacturers Hanover Trust Company, 

NE TAIN oo oso Sts se eves ors RS 15,000,000 
Bankers Trust Company, 

MEOW INOTKNN Nh. eos). GoStats woah 5,000,000 
Chemical Bank, 

NBME AN IOY 625 52 Uke gag. 23-4 s< 5,000,000 
The Fidelity Bank, 

Philadelphia, Pennsylvania ............. 2,000,000 
First National Bank of South Jersey, 

Pleasantville, New Jersey.............. 2,000,000 
Continental Illinois National Bank and Trust 

Company of Chicago, Ill... 2.2 see ek 2,250,000 
Maryland National Bank 

Salisbury; Maryland . . .ss20¢.e6% Je. au: 5,000,000 
American Security & Trust Co. 

PueapMmaten wOlG. © sox. a eee eee 2,000,000 
Provident National Bank 

Philadelphia, Pennsylvania ............. 2,000,000 
Mid Atlantic National Bank/South 

Englewood, New Jersey............... 2,000,000 
Truckers & Saving Bank 

Salisbury; Maryland, «. .<. cans <csven ee. 600,000 
The Equitable Trust Co. 

Baltimore, Maryland .................. 500,000 
Peoples Bank & Trust Co. 

Wilmington, Delaware ................ 350,000 
Baltimore Trust Company 

Selbyville, Delaware .................. 300,000 
Atlantic National Bank 

Ocean City, Maryland................. 90,000 

$75,000,000 


Delmarva will be required to maintain balances in the above 


banks to the extent of 10% of unused bank lines and 20% of 
such lines when in use. Substantially all of the balance re- 
quirements for those lines marked with an asterisk above 
will be provided through operating balances which are part 
of the company’s normal operating funds. If all of the 
necessary balances were maintained solely to satisfy com- 
pensating balance requirements, the effective interest cost 
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on such bank lines of credit when fully utilized, assuming a 
6-3/4% prime rate, would be 8.44%. 


Delmarva also proposes to issue and sell, from time to time 
to mature not later than December 31, 1977, commercial 
paper in the form of short-term promissory notes to a dealer 
in commercial paper, A. G. Becker & Co., incorporated 
(“dealer”), of up to $75,000,000 face amount to be outstand- 
ing at any one time. The total amount of commercial paper 
and bank loans outstanding at any one time will not exceed 
$75,000,000. The commerical paper notes will be of vary- 
ing maturities, with no such notes maturing more than 270 
days after the date of issue. Such notes, in denominations of 
not less than $50,000 and not more than $1,000,000, will 
be issued and sold by Delmarva directly to the dealer at a 
discount which will not be in excess of the discount rate per 
annum prevailing at the date of issuance for commercial 
paper of comparable quality and of like maturity sold by 
issuers thereof to commercial paper dealers. The application 
states that no commercial paper notes will be issued having 
a maturity of more than 90 days at an effective interest cost 
which exceeds that at which Delmarva could borrow from 
banks. 


It is stated that no commission or fee will be payable in con- 
nection with the issue and sale of the commercial paper 
notes. The dealer, as principal, will reoffer such notes at a 
discount of 1/8 of 1% per annum less than the prevailing 
discount rate to Delmarva. The notes will be reoffered in a 
manner which will not constitute a public offering to no 
more than 200 identified and designated customers in a list 
(nonpublic) prepared in advance by the dealer. 


Delmarva requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraphs (a)(2) and 
(a)(5) thereof. Delmarva also requests authority to file cer- 
tificates under Rule 24 with respect to the proposed trans- 
actions within 30 days after the end of each calendar 
quarter. 


The application states that fees and expenses related to the 
proposed transactions are estimated at $11,000, including 
legal fees of $2,000. It is further stated that no State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 11, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail upon the appli- 
cant at the above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application as filed or as it may be amended, may be granted 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
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whether a hearing is ordered will receive any notices or 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19533/May 18, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-5863) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM PROMISSORY NOTES TO BANKS UNDER A RE- 
VOLVING CREDIT AGREEMENT 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, has filed a 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘Act’) designating 


Name of Bank 
Manufacturers Hanover Trust Company, N.Y.. N.Y. 
The First National Bank of Chicago, Chicago, Ill. 
Bank of America National Trust & Savings 
Association, Los Angeles, California 
Continental Illinois National Bank & Trust 
Company of Chicago, Illinois 
The First National Bank of Boston, Mass. 
The Northern Trust Company, Chicago, Ill. 
Irving Trust Company, New York, N. Y. 
Morgan Guaranty Trust Company of New York, N.Y. 
North Carolina National Bank, Charlotte, N.C. 
First Pennsylvania Bank, N.A., Philadelphia, Pa. 
The Fidelity Bank, Philadelphia, Pa. 
Crocker National Bank, San Francisco, Calif. 
Union Bank, Los Angeles, California 


Total 


Each borrowing and each payment by Middle South will be 
made pro-rata among the lending banks according to their 
original commitment, with appropriate adjustment for the in- 
terest rate differential. The notes issued to those banks 
designated as A banks in the credit agreement will bear in- 
terest from the date thereof on their unpaid principal amount 
at a rate per annum equal to 110% of the commercial loan 
rate of MHTC from time to time in effect on borrowings hav- 
ing a 90-day maturity by its most responsible and substan- 
tial domestic corporate borrowers ("MHTC Rate”); and the 
notes issued to those banks designated as B banks in the 


Sections 6(a) and 7 of the Act as applicable to the following 
proposed transactions. All interested persons are referred to 
the declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Middle South proposes, under a revolving credit agreement 
with a group of banks headed by Manufacturers Hanover 
Trust Company of New York ("“MHTC’”), to issue and selt its 
unsecured short-term promissory notes in an aggregate 
amount not to exceed $218,500,000 outstanding at any 
one time. 


The initial borrowing under the credit agreement will be 
used for the payment of $97.5 million of short-term notes 
issued by Middle South to MHTC and various commercial 
banks under a prior credit agreement dated May 1, 1975, as 
amended, which borrowings were approved by this Commis- 
sion (HCAR No. 19035). Such borrowings were utilized by 
Middle South to purchase, at various times, the common 
stocks of certain of its subsidiary companies. Subsequent 
borrowings under the new credit agreement will be used by 
Middle South to purchase additional common stock of its 
subsidiaries. The issuance, sale, and acquisition of such 
common stock will be the subject of separate filings with 
this Commission. 


Under the terms of the revolving credit agreement, Middle 
South may borrow and reborrow until June 30, 1977, up to 
an aggregate of $218,500,000 outstanding at any one time, 
to be evidenced by its unsecured promissory notes payable 
90 days from the date of issuance thereof, but in no event 
later than June 30, 1977. The names of the banks joining in 
the credit agreement and their respective participation are 
as follows: 


Maximum Amount to be Borrowed 
and Designation 
$ 61,300,000 
35,000,000 


rw 


25,000,000 


20,000,000 
15,000,000 
11,100,000 
11,100,000 
10,000,000 
10,000,000 
5,000,000 
5,000,000 
5,000,000 
5,000,000 


rPrrrarwarwaw 


$218.500.000_ 


credit agreement will bear interest from the date thereof on 
their unpaid principal amount at a rate per annum equal to 
122% of the MHTC rate. 


Middle South will pay quarterly to each participating bank a 
commitment fee for the period from and including June 1, 
1976 to June 30, 1977 (or any earlier date of termination of 
the commitments), computed at the rate of 1/2 of 1% per 
annum on the average daily unused portion of the com- 
mitments in effect during the period for which payment is 
made. 
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It is stated that, based on a 6-3/4% prime rate, the effective 
interest cost of the A and B banks assuming balances of 
10% on the borrowing from the A banks, would be 8.24%, 
and 7.43%, respectively. 


Middle South presently intends to repay the principal of the 
notes out of the proceeds of the sale of additional shares of 
its common stock. The notes will be prepayable at any time 
on two business days’ notice in whole or in part without 
premium. Middle South will have the right at any time on 
three business days’ notice to the participating banks to ter- 
minate or, from time to time, to reduce the commitments. 


The declaration states that no State commission and no 
Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. No special or 
separate expenses are anticipated in connected with the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 11, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19534/May 19, 1976 


In the Matter of 

NEW ENGLAND ENERGY INCORPORATED 
NEW ENGLAND ELECTRIC SYSTEM 

20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5543) 
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NOTICE OF PROPOSED EXTENSION OF TIME FOR HOLD- 
ING COMPANY TO MAKE INVESTMENTS IN SUBSID- 
IARY FUEL COMPANY AND PROPOSED INCREASE IN 
INVESTMENTS BY FUEL COMPANY THROUGH 1979 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and New 
England Energy Incorporated (‘‘NEEI"), a fuel subsidiary of 
NEES, have filed post-effective amendments to their 
application-declaration, as amended, previously filed with 
this Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘Act’), designating Sections 6(a), 7, 9(a), 
10 and 12 of the Act and Rules 43 and 45(a) promulgated 
thereunder as applicable to the following proposed transac- 
tions. 


By order dated October 30, 1974 (HCAR No. 18635, 5 SEC 
Docket 372) issued in this proceeding, NEES was authorized 
to acquire the common stock of NEEI and to make subor- 
dinated loans to NEEI in a total aggregate amount not to ex- 
ceed $20,000,000. NEEI was also authorized to enter into a 
partnership arrangement with Samedan Oil Corporation 
(“Samedan”) to explore for and develop oil and gas deposits. 
NEES and NEE! were granted an exception from the tax 
allocation requirements of Rule 45(b)(6) and jurisdiction was 
reserved over any transactions between NEEI and its 
associates which are subject to Sections 12(f) or 13 of the 
Act and Rules 80-95 thereunder. 


NEES has executed a Capital Funds Agreement with NEEI 
under which NEES has agreed to invest up to $20,250,000 
in NEEI during the period ending July 31, 1976. It is now 
proposed to amend this agreement to provide that NEES 
may invest a total of up to $45,000,000 in NEEI to be out- 
standing at any one time during the period through 
December 31, 1979. It is anticipated that the loans to NEEI 
will be repaid by NEEI from its operations or from the 
proceeds of permanent financing or borrowing 
arrangements. 


The agreement, as amended, will provide that the additional 
investment in NEEI may be in the form of common stock, 
capital contributions or subordinated notes. In the case of 
subordinated notes, as with existing loans to NEEI, each 
such additional loan will bear interest at an annual rate equal 
to (i) the overall effective interest cost being paid from time 
to time by NEES on its then outstanding borrowings from 
banks or (ii) if NEES has no outstanding bank borrowings, 
then 125% of the prime commercial rate charged from time 
to time during the period by The First National Bank of 
Boston. Based on the current prime rate of 6.75%, the effec- 
tive interest cost equals 8.44%. Such loans will mature in 
not more than 20 years and are prepayable in any amount at 
any time without penalty. 


Proceeds of the investments in NEEI are proposed to be 
used in the following manner: (i) to continue the Samedan 
project, (ii) to engage in possible additional transactions of a 
nature similar to Samedan with parties other than Samedan, 
involving the purchase of interests and/or participations in 
similar ventures relating to oil and gas exploration, develop- 
ment and production; and (iii) to enable NEE! to assume 
various fuel procurement and inventory activities now 
carried on by other NEES subsidiaries. 


NEEI also requests a continuation of the exception from the 
consolidated tax allocation provisions of Rule 45(b)(6). 
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It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposal transactions. Fees and expenses to be incurred in 
connection with the proposed transactions through 
December 31, 1979, are to be performed at cost by New 
England Power Service Company and are estimated to 
amount to $11,500. ; 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 16, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration, as further amend- 
ed by said post-effective amendments, which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicants-declarants at the 
above-stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the application- 
declaration as further amended by said post-effective 
amendments, or as it may be further amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements! thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George F. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19535/May 19, 1976 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5854) 


NOTICE OF PROPOSED AGREEMENT WITH MUNICIPAL 
AUTHORITY FOR CONSTRUCTION OF POLLUTION CON- 
TROL EQUIPMENT FINANCED BY SALE OF REVENUE 
BONDS. 


NOTICE IS HEREBY GIVEN that Indiana & Michigan Electric 
Company (“l&M"), an electric utility subsidiary company of 


American Electric Power Company, Inc., a registered holding 
company, has filed a declaration with this Commission 
designating Sections 9(a) and 12(d) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Ruie 44(b)(3) 
promulgated thereunder as applicable to the proposed tran- 
sactions. All interested persons are referred to the declara- 
tion, which is summarized below, for a complete statement 
of the proposed transactions. 


1&M states that in order to comply with prescribed en- 
vironmental quality control standards of the State of Indiana 
it has been and will be necessary to construct certain high 
efficiency electrostatic precipitators (‘Project’) for par- 
ticulate emission control and related facilities at its Tanners 
Creek Plant. By resolution of October 15, 1973, the City of 
Lawrenceburg, Indiana (‘‘City’), determined that it would 
authorize and issue one or more series of its pollution control 
revenue bonds (‘Revenue Bonds”) to finance the cost of 
engineering, design, acquisition, and construction of the 
Project and to reimburse or repay 1&M in connection with 
1&M's expenditures relating to the Project. 


1&M proposes to enter into an agreement of sale 
(“Agreement”) with the City whereby the City will construct 
and equip the Project. To finance the Project, the City will 
issue Revenue Bonds in an initial principal amount of $25,- 
000,000 (‘Series A Bonds’) and additional Revenue Bonds 
in principal amounts presently estimated not to exceed 
$71,000,000, sufficient to cover construction costs of the 
Project. The proceeds from the sale of the Series A Bonds 
will be deposited by the City with the Trustee (‘‘Trustee’’) un- 
der an indenture to be entered into between the City and 
such Trustee (the Indenture) pursuant to which the Series 
A Bonds are to be issued and secured. Such proceeds will be 
applied to payment of the cost of construction of the project. 
The Agreement also will provide for the sale of the Project to 
1&M, the payment by |&M of the purchase price of the Pro- 
ject in semi-annual installments over a term of years, and 
the assignment and pledge to the Indenture Trustee of the 
City’s interest in, and of the monies receivable by the City 
under, the Agreement. 


The Agreement will provide that each installment of the 
purchase price for the Project payable by |&M will be in such 
an amount (together with other monies held by the Trustee 
under the Indenture for that purpose) as will enable the City 
to pay, when due, (i) the interest on the Revenue Bonds, any 
additional bonds and any refunding bonds, (ii) the principal 
amount of the Revenue Bonds, any additional bonds and any 
refunding bonds payable at the time of their respective 
stated maturities and (iii) amounts, including any accrued in- 
terest, payable in connection with any mandatory redemp- 
tion of the Revenue Bonds, any additional bonds or any 
refunding bonds. The Agreement also obligates |1&M to pay 
the fees and charges of the Trustees, as well as certain ad- 
ministrative expenses of the City. The Agreement further 
provides that 1&M may prepay the purchase price of the 
Project (i) by paying, under certain conditions, amounts suf- 
ficient to redeem all the Revenue Bonds then outstanding 
and all other amounts payable under the Indenture or (ii) at 
any time by depositing in the Indenture’s Bond Fund or 
delivering to the Trustee amounts sufficient to provide for 
the release of the Indenture. Upon prepayments, |&M may 
terminate the Agreement. 


|&M proposes to convey equipment previously constructed 
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(the “Existing Facilities”), subject to 1&M's First Mortgage 
lien to the City and 1&M will receive out of the Revenue 
Bond proceeds, an amount equal to !&M's original cost of 
the Existing Facilities. The Existing Facilities will be included 
in the Project which 1&M will repurchase from the City pur- 
suant to the Agreement. The proceeds realized from the sale 
of the Existing Facilities will be used to retire unsecured 
short-term debt of 1&M, including the financing of part of its 
construction program. As of May 6, 1976, there were notes 
payable to banks and commercial debt outstanding in the 
amount of $80,600,000 and it is expected that 1&M will 
have short-term debt outstanding not to exceed $100,000,- 
000 at the time of the transfer of the Existing Facilities. The 
estimated cost of !&M's construction program for 1976 is 
$140,000,000, exclusive of construction costs in connec- 
tion with the Donald C. Cook Nuclear Plant by 1&M's wholly 
owned subsidiary, Indiana & Michigan Power Company. 
Said costs for the Cook plant are estimated at $80,000,000 
for 1976. 1&&M had expended $22,900,000 for the Existing 
Facilities as of March 31, 1976, it is estimated that it will 
have expended $35,000,000 at the time of the transfer of 
these facilities. 


It is contemplated that the Revenue Bonds will be sold by 
the City pursuant to arrangements with a group of un- 
derwriters represented by E. F. Hutton & Company, Inc. In 
accordance with the laws of the State of Indiana, the in- 
terest rate to be borne by the Revenue Bonds will be fixed by 
the common council of the City. While 1&M will not be a par- 
ty to the underwriting arrangements for the Revenue Bonds, 
the Agreement will provide that the terms of the Revenue 
Bonds and their sale by the City shall be satisfactory to l&M. 


1&M has been advised that the annual interest rates on 
obligations, interest on which is tax exempt, historically have 
been and can be expected at the time of issue of the 
Revenue Bonds to be 1 1/2% to 2 1/2% lower than the rates 
on obligations of like tenor and comparable quality, interest 
on which is fully subject to federal income tax. 


The Series A Bonds will be dated on or about the first day of 
the month in which they are issued, will bear interest 
semiannually and will mature at a date or dates not more 
than 30 years from the date of their issuance. It is expected 
that the Series A Bonds will not be redeemable at the option 
of the City within 10 years from their issue date except un- 
der certain circumstances. Series A Bonds will be subject to 
mandatory redemption under the circumstances and terms 
specified in the Indenture. 


The declaration states that the fees and expenses incident to 
the proposed disposition of the Existing Facilities and the 
acquisition of the Project (as distinguished from and ex- 
cluding fees and expenses incident to the sale of the 
Revenue Bonds by the City payable out of the proceeds of 
such sale) will be supplied by amendment. it is stated that 
the execution of, delivery of and performance under the 
Agreement of 1&M., the disposition of the Existing Facilities 
and the acquisition of the Project is possibly subject to the 
jurisdiction of the Michigan Public Service Commission and 
the Public Service Commission of Indiana, and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


NOTICE iS FURTHER GIVEN that any interested person 
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may, not later than June 11, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by the declaration which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be ee 
served personaily or by mail upon the declarant at the 

above-stated address, and proof of service (by affidavit or, in 

case of an attorney at law, by certificate) should be filed with 

the request. At any time after said date, the declaration, as 

filed, or as it may be amended, may be granted and per- 

mitted to become effective as provided in Rule 23 of the 

General Rules and Regulations promulgated under the Act, 

or the Commission may grant exemption from such rules as  €c@ 
provided in Rules 20(a) and 100 thereof or take such other 

action as it may deem appropriate. Persons who request a 

hearing or advice as to whether a haring is ordekwill receive 

any notices and orders issued in this matter, including the . 

date of the hearing (if ordered) and any postponements 

thereof. 





.@ 


For the Commission, by the Division of Corporate Reguia- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19536/May 19, 1976 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


GULF POWER COMPANY 
Pensacola, Florida “ 


MISSISSIPP! POWER COMPANY 
Gulfport, Mississippi 


(70-5772) € 


ORDER APPROVING AND RELEASING JURISDICTION 
OVER ISSUANCE OF FIRST MORTGAGE BONDS FOR 
SINKING FUND PURPOSES 


Alabama Power Company (“Alabama”), Georgia Power 
Company ("Georgia’), Gulf Power Company ("Gulf") and s 
Mississippi Power Company ("Mississippi"), all of which are 
wholly-owned subsidiary companies of The Southern Com- 
pany. a registered holding company. have filed an 
application-declaration and amendments thereto with this 
Commission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
50(a)(5) promulgated thereunder. An order authorizing cer- 








» @ 


¢® 


c@. 


‘@ 


@ 


tain of the proposed transactions was issued on January 7, 
1976 (HCAR No. 19333), jurisdiction being reserved with 
respect to the other transaction as to which the record was 
incomplete. , 


The record has been completed with respect to the re- 
maining transaction, in which Georgia proposes to issue 
$18,874,000 of its First Mortgage Bonds (‘Sinking Fund 
Bonds’) and to surrender such Sinking Fund Bonds to 
Georgia’s trustee under its Indenture for the purpose of 
satisfying the sinking fund requirements thereunder for 
1976. 


The Sinking Fund Bonds are to be issued on the basis of un- 
funded net property additions, thus making available for con- 
struction purposes cash which would otherwise be needed 
to satisfy the sinking fund requirements or to purchase 
bonds to be used for such purpose. It is stated that the 
delivery of the Sinking Fund Bonds is exempt from the com- 
petitive bidding requirements of Rule by reason of clause 
(a)(5) thereof inasmuch as such Bonds will not constitute 
obligations of the company for the payment of money. 


The Georgia Public Service Commission has approved the 
issuance of the Sinking Fund Bonds by Georgia. No other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19288), and no hearing has been 


-requested of or ordered by the Commission. Upon the basis 


of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied with respect to the proposed transaction and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the application provisions of 
the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith with respect to the 
above-described proposed transaction, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


IT IS FURTHER ORDERED that the jurisdiction reserved in 
the order of January 7, 1976 be, and it hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19537/May 20, 1976 


In the Matter of 


INDIANA & MICHIGAN POWER COMPANY 
P. O. Box 458 
Bridgman, Michigan 49106 


(70-5853) 


NOTICE OF PROPOSED EXTENSION OF MATURITY OF 
NOTES UNDER AMENDED BANK LOAN AGREEMENT 


NOTICE IS HEREBY GIVEN Indiana & Michigan Power 
Company ("I&MP"), an electric generating subsidiary com- 
pany of Indiana & Michigan Electric Power Company 
(“I1&M"), an electric utility subsidiary company of American 
Electric Power Company, Inc., a registered holding company, 
has filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6(a) and 7, as applicable to the pro- 
posed transaction. All interested persons are referred to the 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


|1&MP was organized under the laws of the State of 
Michigan on Apri! 20, 1971 for the purposes of acquiring, 
completing the construction of , and operating, the Donald 
C. Cook Nuclear Plant (“Cook Plant’), a nuclear fueled steam 
electric generating station situated in Michigan along the 
shore of Lake Michigan near Bridgman, Michigan. The Cook 
Plant is to consist of two nominally rated 1,100,000 
kilowatt generating units, the first of which was placed in 
commercial operation on August 23, 1975 and the second 
of which is scheduled to be placed in commercial operation 
in 1978 or later. It is estimated that the total construction 
costs aggregating $77,000,000 will be incurred in 1976. 


By order issued May 20, 1971 (HCAR No. 17135), the 
Commission authorized 1&MP to acquire the Cook Plant 
from 1&M in consideration of the issuance by |&MP to |&M 
of 1,500,000 shares of its common stock, par value $1.00 
per share, and $130,000,000 aggregate principal amount of 
ten year unsecured promissory notes. By orders issued 
August 23, 1971 and September 12, 1972 (HCAR Nos. 
17247 and 17694), the Commission also authorized |&MP 
to issue its unsecured promissory notes from time to time to 
seventeen banks under a Bank Loan Agreement in an 
aggregate principal amount up to $300,000,000 and, in 
connection therewith, authorized |1&MP and |&M to enter 
into and to perform a Capital Funds Agreement and a Power 
Agreement. On September 23, 1971, |&M transferred the 
Cook Plant to 1&&MP in consideration of the issuance and 
delivery by |[&MP to |1&M of the securities which the Com- 
mission authorized |&MP to issue, and thereafter |&MP 
effected borrowings under the Bank Loan Agreement until it 
completed in 1974 the borrowing of the $300,000,000 
thereunder. The notes issued under the Bank Loan Agree- 
ment mature by their terms on September 30, 1977 and 
bear interest at a rate equal to one-half of one percent plus 
the prime commercial loan rate of Manufacturers Hanover 
Trust Company form time to time in effect. 


1&MP now proposes to amend the Bank Loan Agreement to 
extend the scheduled maturity date of the notes issued 
thereunder from September 30, 1977 to September 30, 
1980. It is stated that when the Bank Loan Agreement was 
originally executed, it was contemplated that the two 
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generating units of the Cook Plant would be placed in ser- 
vice prior to the scheduled maturity of the notes. As the se- 
cond unit will not be placed into service earlier than 1978, 
1&MP has requested the instant authorization so as to avoid 
having to refinance the notes prior to completion of that unit. 
In addition, to extending the scheduled maturity date of the 
notes, the proposed amendment provides a procedure 
whereby each bank holding notes under the Bank Loan 
Agreement will make appropriate notation on its records of 
such extended maturity date and will agree not to sell or 
transfer any note issued to it without making a notation on 
such note of the extended maturity date. The amendment 
also requires [&MP, in the event that during the period 
between September 30, 1977 and September 30, 1980 it 
effects the prepayment of notes from the proceeds of a 
borrowing from banking institutions at a lower rate than the 
rate applicable to the notes under the Bank Loan Agree- 
ment, to pay the holders of the notes a premium of one- 
quarter of one percent per annum from the date of such 
prepayment to September 30, 1980. 


It is further stated that representatives of each of the banks 
holding notes have advised |!&MP of such banks’ consent to 
the proposed amendment. |&MP proposes to execute the 
amendment with each such bank so that the amendment 
will become effective as to the parties thereto upon issuance 
by the Commission of an order authorizing the amendment. 


Estimates of expenses to be incurred by |I&MP in connection 
with the proposed transaction will be filed by amendment. It 
is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than June 15, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarant at the above-stated addresses, and proof of ser- 
vice (by affidavit or, in case of an attorney at law, by cer- 
tificate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, 
may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated, under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19538/May 20, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-5840) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO A DIVIDEND 
REINVESTMENT AND STOCK PRUCHASE PLAN 


Middle South Utilities, Inc. (“Middle South”), a registered 
holding company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 (‘Act’’) 
and Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transaction. 


Middie South proposes to issue and sell from time to time 
through June 30, 1981, a maximum of 1,000,000 shares of 
its authorized but unissued common stock, $5 par value, 
(“Additional Common Stock”), pursuant to a Dividend 
Reinvestment and Stock Purchase Plan (‘Plan’). Middle 
South proposes to apply the proceeds from the sale of the 
Additional Common Stock toward the payment of any short- 
term notes outstanding from time to tie and to other cor- 
porate purposes. 


The Additional Common Stock will be offered to all holders 
of record of shares of common stock of Middle South pur- 
suant to a voluntary plan whereby shareholders may elect to 
invest their regular cash dividends and/or optional cash 
payments in the Additional Common Stock. The purchase 
price of such common stock will be the average of the daily 
high and low sale prices of the common stock of Middle 
South, based on consolidated trading (Consolidated Trading) 
as defined by the Consolidated Tape Association and 
reported as part of the consolidated trading prices of New 
York Stock Exchange listed securities, for the period of the 
last three days on which the common stock of Middle South 
was traded immediately preceding the day on which 
dividends and optional cash payments are to be invested. 


Morgan Guaranty Trust Company of New York (‘’Bank’”’) will 
administer the Plan and make purchases of shares as agent 
for the participants. Shares of common stock purchased un- 
der the Plan will be registered in the name of the Bank (or its 
nominee), as agent for participants in the Plan, and credited 
to the account of the participant. Each participant in the Plan 
will receive a quarterly statement of his account. 


Participants in the Plan will be able to (a) have dividends on 
their shares of common stock automatically reinvested, or 
(b) continue to receive their cash dividends on shares 
registered in their names and invest by making optional 
payments of not less than $25 per payment nor more than 
$5,000 per quarter, or (c) invest both their cash dividends 
and such optional cash payments. No service charge or com- 
mission will be paid by participants in connection with 
purchases under the Plan. 


Participants will retain all voting rights relating to shares 
purchased under the Plan and credited to their accounts, and 
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shares will be voted in accordance with the instructions of 
the participant to whose account they are credited. If a proxy 
card is not returned, or if it is returned unexecuted or im- 
properly executed, none of the shares in respect of which 
such proxy card was furnished will be voted. 


A participant will be able to withdraw from the Plan at any 
time upon written notice. Upon withdrawal, the participant 
will be issued, without charge, a certificate for the number of 
shares credited to his account and will receive a cash pay- 
ment for the value of any fractional share. Alternatively, a 
participant may, upon withdrawal, request that all shares 
credited to his account in the Plan be sold, and such sale will 
be made for the participant by the Bank. Without withdraw- 
ing from the Plan, a participant will be entitled to demand 
and receive a certificate representing the full shares of Ad- 
ditional Common Stock credited tro his account. 


Middle South reserves the right to suspend, modify (subject 
to Commission approval), or terminate the Plan at any time. 
The Company will announce the Plan to its shareholders and 
advise them as to the manner by which they may participate 
therein by addressing to them a summary prospectus. Such 
summary prospectus will also be sent to all those who 
become shareholders after the initial announcement of the 
Plan. The continued existence of the Plan will occasionally 
be brought to the attention of non-participants by a re- 
mailing of the summary prospectus. All shareholders who 
join the Plan will be sent a copy of a complete prospectus. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. The fees and expenses incurred and to be in- 
curred in connection with the proposed transaction for the 
first year are estimated at $160,000, including legal fees of 
$20,000 and auditors’ fees of $10,000. Middle South has 
requested that the issuance and sale of the Additional Com- 
mon Stock be excepted from the competitive bidding re- 
quirements of Rule 50 pursuant to paragraphs (a)(1) and 
(a)(5) thereof. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19496), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT iS ORDERED. pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19539/May 20, 1976 


In the Matter of 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


NORTHEAST UTILITIES SERVICE COMPANY 

THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
HOLYOKE WATER POWER COMPANY 


(37-65) 


NOTICE OF FILING OF POST-EFFECTIVE AMENDMENT 
REGARDING EXTENSION OF PERIOD FOR THE 
ISSUANCE OF LONG-TERM NOTES BY SERVICE 
COMPANY AND ACQUISTION BY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Northeast Utilities Service 
Company ("Service Company’), a subsidiary service com- 
pany of Northeast Utilities (“Northeast”), a registered 
holding company, and its above-named associate electric 
utility companies, have filed with this Commission a post- 
effective amendment to the application-declaration in this 
proceeding pursuant to Sections 6(a), 7, 9a), 10, and 13(b) 
of the Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transactions. All interested 
persons are referred to the amended application-declaration, 
which is summarized below, for a complete statement of the 
proposed transactions. ; 


By order dated June 30, 1966 (HCAR No. 15519), the 
Commission, among other things, authorized Service Com- 
pany to issue and sell to Northeast for cash and Northeast to 
acquire, during a five-year period commencing June 30, 
1966, up to $3.000,000 aggregate principal amount to be 
outstanding at any one time of long-term unsecured notes of 
Service Company to bear interest at a rate of not more than 
one-quarter of one percent above the commercial bank 
prime rate on short-term loans in effect in Hartford, Connec- 
ticut. 


By orders dated July 30, 1969, and January 29, 1971 
(HCAR Nos. 16437 and 16980), the Commission, among 
other things, authorized increases in the aggregate principal 
amount of such notes to be issued and sold by Service Com- 
pany to Northeast to the present limit of $10,000,000 
aggregate principal amount at any one time outstanding and 
also extended the authorization with respect to the issue and 
sale of notes to June 30, 1976. The aggregate capital of 
Service Company. including its outstanding notes and 
capital stock, will be maintained at all times at an amount 


not to exceed the sum of two months’ operating expenses, 


plus an amount necessary to finance the inventory of 
materials and supplies proposed to be purchased by Service 
Company and stored in its central warehouse, plus the cost 
of Service Company's property less applicable reserves, 
prepayments, and petty cash working funds. 


Applicants-declarants now propose to further extend the 
period during which the notes may be issued to June 30, 
1981, in order to permit Service Company to meet and 
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maintain its net cash requirements for working capital. 
Such long-term unsecured notes, which will not exceed 
$10,000,000 maximum aggregate principal amount at any 
one time outstanding, will mature 40 years from the date 
the first of such notes are issued, will bear interest at a rate 
not more than 120% of the commercial bank prime rate on 
short-term loans in effect from time to time in Hartford, 
Connecticut, and may be repaid at any time without 
premium. In all other respects, the notes will carry the same 
terms and provisions and be subject to the same limitation 
on the aggregate capital of Service Company as the notes 
authorized under the July 30, 1969, order. 


The post-effective amendment states that no fees or ex- 
penses will be incurred in connection with the proposed 
transactions and that no consent or approval of any State 
commission or Federal commission, other than this Commis- 
sion, is required in respect of the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 14, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should be 
served personally or by mail upon the appliants-declarants at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as now amended or as it may be 
further amended, may be granted and permitted to become 
effective in the manner provided by Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other ac- 
tion as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No.19540/May 20, 1976 


In the Matter of 


MISSISSIPP!| POWER COMPANY 
Gulfport, Mississippi 


(70-5826) 
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ORDER RELEASING JURISDICTION 


By order dated April 21, 1976, in this proceeding (HCAR 
No. 19495), Mississippi Power Company (‘Mississippi’), an 
electric utility subsidiary company of The Southern Com- 
pany, a registered holding company, was authorized to enter 
into an agreement with the City of Eutaw, Alabama, 
whereby said city will construct for Mississippi a 40% un- 
divided portion of certain pollution control facilities financed 
by the issuance and sale by the city of up to $6,100,000 
principal amount of pollution control revenue bonds. 
Mississippi will acquire its interest in the facilities upon com- 
pletion thereof pursuant to an installment sale agreement. 


In said order of April 21, 1976, jurisdiction was reserved 
with respect to the semi-annual installment-payment 
obligations to be undertaken by Mississippi pursuant to the 
proposed agreement, insofar as such payments are affected 
by the effective interest rate or rates of the pollution control 
revenue bonds to be sold by the city in connection with the 
transactions proposed in this proceeding. 


Mississippi has filed an amendment in this proceeding in- 
forming the Commission that the Industrial Development 
Board of Eutaw, Alabama, has entered into arrangements 
with an underwriter for the sale of $6,600,000 principal 
amount of pollution control revenue bonds maturing May 1, 
2006, and that such arrangements provide for an interest 
rate of 6-3/4% per annum, resulting in an effective interest 
cost of 6.88% per annum. 


Upon the basis of the facts in the record, amended as above 
indicated, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that the jurisdiction heretofore reserved be released: 


IT 1S ORDERED that the jurisdiction heretofore reserved in 
this proceeding be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9290/May 17, 1976 


In the Matter of 

SCUDDER INTERNATIONAL FUND, INC. 
345 Park Avenue 

New York, New York 10022 


(812-3918) 
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ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 10(b)(2) OF THE 
ACT 


Scudder International Fund, Inc. (“Applicant’’), filed an 
application on February 25, 1976, pursuant to Section 6(c) 
of the Investment Company Act of 1940 ("Act’’) for an order 
of exemption from the provisions of Section 10(b)(2) of the 
Act. 


On March 31, 1976, a notice was issued of the filing of said 
application (Investment Company Act Release No. 9229). 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that it is ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act to grant the requested 
exemption, subject to certain conditions to which Applicant 
agrees. 


IT IS HEREBY ORDERED, pursuant to Section 6(c) of the 
Act, that Scudder International! Fund, Inc., be, and hereby is, 
exempted from the requirements of Section 10(b)(2) of the 
Act, effected forthwith, subject to the following conditions: 


1. At all times Scudder International Fund, Inc., and its in- 
vestment adviser will comply with the provisions of clauses 
(1) through (8) of Section 10(d) of the Act; 


2. The sole principal underwriter of Scudder International 
Fund, Inc. will be a wholly-owned subsidiary of the invest- 
ment adviser of Scudder International Fund, Inc.; and 


3. At least one of the directors of Scudder International 
Fund, Inc., will be a person who is not an affiliated person 
either of said investment adviser or principal underwriter. 


For the Commission, by the Division of Invesment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9291/May 18, 1976 


In the Matter of 


HIGHLAND CAPITAL CORPORATION 
20 Exchange Place 
New York, New York 10005 


VITT MEDIA INTERNATIONAL, INC. 
437 Madison Avenue 
New York, New York 10022 


Samuel B. Vitt 
437 Madison Avenue 
New York, New York 10022 


(812-3798) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER. 


On April 20, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9255) of an application filed on April 
17, 1975, and amended September 8, 1975 and March 29, 
1976, by Highland Capital Corporation (‘Highland’), 
registered as a closed-end, non-diversified management in- 
vestment company under the Investment Company Act of 
1940 (“Act”), Vitt Media International, Inc. (“VMI”), and 
Samuel B. Vitt (‘Vitt’’) (collectively referred to as 
“Applicants”), for an order of the Commission, pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder, permit- 
ting the consummation of a joint agreement among the 
Applicants. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
of the information stated in the application, that the par- 
ticipation of Highland in the proposed joint agreement is 
consistent with the provisions, policies and purposes of the 
Act and is not on a basis different from or less advantageous 
than that of any other participant. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, that the application to permit the 
consummation of the joint agreement as described in said 
application among Highland, VMI and Vitt is hereby granted, 
effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9292/May 19, 1976 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE 
COMPANY 

1295 State Street 

Springfield, Massachusetts 01111 


INSURANCE 


(812-3933) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER 
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Massachusetts Mutual” Life Insurance Company 
(“Applicant”), the investment adviser for MassMutual Cor- 
porate Investors, Inc. ("Fund"), a non-diversified, closed-end 
mamagement investment company registered under the 
Investment Company Act of 1940 (“Act”). filed an applica- 
tion on March 22, 1976 for an order pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder permitting 
Applicant to purchase at direct placement $4,000,000 in 
principal amount of a new issue of 9.95% Senior Notes due 
1988 (“Senior Notes”) of Victoria Station Incorporated 
(“Victoria”), a company in whose securities Applicant and 
the Fund have invested pursuant to an arrangement that 
prohibits, without order of the Commission, further invest- 
ment in Victoria by either Applicant or the Fund unless such 
investments are identical (Investment Company Act Release 
No. 6690, August 19, 1971). 


On April 20. 1976, the Commission issued a notice of the 
filing of the application (Investment Company Act Release 
No. 9252) giving interested persons an opportunity to re- 
quest a hearing and stating that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the con- 
summation of the proposed transaction will be consistent 
with the provisions, policies and purposes of the Act and 
will not be disadvantageous to the Fund. Accordingly. 


IT iS ORDERED. pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, that the purchase by Applicant at 
direct placement of $4,000,000 in principal amount of 
9.95% Senior Notes due 1988 of Victoria be, and hereby is. 
permitted. effective forthwith. 


For the Commission. by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9293/May 20, 1976 


in the Matter of 


LINCOLN NATIONAL DIRECT PLACEMENT FUND, 
INC. 

111 West Washington Street 

Chicago, Illinois 60602 


- and 


THE LINCOLN NATIONAL LIFE INSURANCE COM- 
PANY 

1301 South Harrison Street 

Fort Wayne, Indiana 801 
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(812-3926) 


’ 
ORDER PURSUANT TO SECTION 17(d) OF THE ACT AND ‘ 


RULE 17d-1 THEREUNDER. AND PURSUANT TO 
SECTION 17(b) OF THE ACT EXEMPTING APPLICANTS 
FROM THE PROVISIONS OF SECTION 17(a) OF THE ACT. 


The Lincoin National Life Insurance Company (‘Lincoln 
Life’). an Indiana stock life insurance company, and Lincoln 
National Direct Placement Fund, Inc. (“Fund”). a non- 
diversified. closed-end management investment company 
registered under the Investment Company Act of 1940 
(“Act”) (hereinafter collectively referred to as “Applicants”), 
filed an application on March 12, 1976 and an amendment 
thereto on April 12, 1976 pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder for an order of the Commis- 
sion permitting the Fund to participate jointly with certain 
affiliates, where such affiliates may be or may be deemed to 
be joint participants, in a direct placement purchase of a new 
issue of 11%% 6-year Notes (“Notes”) of the Southern 
Company (“Southern”), and pursuant to Section 17(b) of the 
Act for an order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed transfer 
from Lincoln Life to the Fund of $2.000,000 principal 
amount of the Notes. 


On April 23, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9259) of the filing of the application. 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion might be issued on the basis of the information stated in 
the application unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the par- 
ticipation by the Fund in the proposed transaction is consis- 
tent with the provisions, policies and purposes of the Act 
and is not on a basis less advantageous than that of other 
participants. It is further found that the terms of Lincoln 
Life’s propused sale of Notes to the Fund are reasonable and 
fair and do not involve overreaching on the part of any per- 
son concerned, and that the proposed transaction is consis- 
tent with the policy of the Fund. Accordingly. 


IT iS ORDERED, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, that the Fund be. and hereby is. per- 
mitted to participate in the joint purchase at direct: place- 
ment of the new issue of 114% 6-year Notes of the 
Southern Company effective forthwith, and pursuant to 
Section 17(b) of the Act that the Applicants be exempted 
from the provisions of Section 17(a) of the Act to the extent 
necessary to permit the sale by Lincoln Life of $2.000.000 
principal amount of the Notes to the Fund. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9294/May 20, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5709/May 20, 1976 
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Release No 9295/May 20, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5710/May 20, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9296/May 20, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12467/May 20, 1976 
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LITIGATION Release No. 7394/May 14, 1976 


SEC v. /annelli, 76 Crim. 
Misc. #1, page 3 (SDNY) 


William D. Moran, Administrator of the New York Regional 
Office announced that on May 5, 1976 Ralph T. lannelli 
(“lannelli’) was sentenced by the Honorable Constance 
Baker Motley, United States District Judge, Southern 
District of New York, to two years of imprisonment, the im- 
position of which was suspended. Judge Motley also placed 
lannelli on probation for two years. 


lannellil was convicted by a jury on March 31, 1976 of 
criminal contempt of a final judgment of permanent injunc- 
tion. The injunction entered in August of 1974 enjoined him 
from further violations of the anti-fraud provisions of the 
federal securities laws. 


The Commission instituted the criminal contempt 
proceedings against lannelli on January 12, 1976 alleging 


that he had violated the previous Court order by 
manipulating the price of the common stock of TransJersey 
Bancorp. (“TransJersey”) from $13 per share to $27 per 
share during the period from July to November of 1975. 
lannelli was also charged with placing orders for the 
purchase of TransJersey securities at a time when he had 
reason to believe that no payment would be made for such 
puchases. 


For further information see LR-7350. 





LITIGATION Release No. 7395/May 17, 1976 


SEC v. POLARIS MINING COMPANY, ET AL (D. COLO NO. 
75-W-695) 


Robert H. Davenport, Regional Administrator of the Denver 
Regional Office of the Securities and Exchange Commission, 
announced that the Honorable Fred M. Winner, United 
States District Court Judge for the District of Colorado on 
May 3, 1976 signed an order permanently enjoining Robert 
J. Paul from violating the registration and anti-fraud 
provisions of the Federal Securities Laws in connection with 
the offer and sale of the common stock of Polaris Mining 
Company, fractional undivided interests in various Polaris 
Mining properties and any other security of any issuer. 


Paul consented to the permanent injunction without admit- 
ting or denying the allegations in the complaint. 


For further information see Litigation Release Nos. 7160, 
7104, 7094, 7050, 6965. 





LITIGATION Release No. 7396/May 18, 1976 


S.E.C. v. Hallcraft Homes Inc. 
(D.D.C. Civil Action No. 75-1751) 


The Securities and Exchange Commission (‘Commission’) 
announced that on May 6, 1976 the Honorable Thomas A. 
Flannery, of the U.S. District Court for the District of Colum- 
bia, filed a Final Order by Consent permanently enjoining 
Hallcraft Homes, Inc., (““Hallcraft’’) Phoenix, Arizona, from 
failing timely to file in proper form current and periodic 
reports in contravention of Section 13(a) of the Securities 
Exchange Act of 1934 ("Exchange Act’) and rules 
thereunder. 


The Commission suspended over-the-counter trading in the 
securities of Hallcraft for one ten-day period beginning on 
September 24, 1975 and advised brokers and dealers that 
quotations in the securities of Hallicraft, subsequent to such 
trading suspension, would be subject to the provisions of 
Rule 15c2-11 promulgated under Section 15(c)(2) of the 
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Exchange Act. The trading suspension was initiated by the 
Commission because Hallcraft had failed timely to file with 
the Commission its annual report on Form 10-K for its fiscal 
year ended April 30, 1975, which was due to have been 
filed on or before July 29, 1975. Such report was subse- 
quently filed on October 31, 1975. 





LITIGATION Release No. 7397/May 19, 1976 


SEC v. CHALLENGE HOMES, INC. ET AL. 
(N.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced that on May 5, 1976, Federal District Judge 
William M. Taylor, Jr., at Dallas, Texas, entered an order ap- 
proving a new board of directors for the corporate defen- 
dants, Challenge Ministries, Inc., Challenge Homes, Inc., 
Challenge Homes of the Dakotas, Inc., Assured Funds, Inc., 
Challenge Child Care Centers, Inc., Challenge Evangelism 
Inc., and New Challenge Homes, Inc., all of Dallas. 


The new directors named are Harry M. Jones, Jr., William R. 
Ewing, Coy M. Holdridge, Dennis Wayne Jeter and Sam 
Monzingo, al of Dallas. The new board members shall have 
all of the rights, duties and responsibilities as set forth in the 
Court’s Order of March 19, 1976. 


On March 19, 1976 and March 31, 1976, the Court entered 
Orders of Permanent Injunction against Challenge 
Ministries, Inc., Challenge Homes, Inc., Challenge Homes of 
the Dakotas, Inc., Lowell D. Kramer, E. Veon Scott and 
Jesse A. Toavs, enjoining them from violations of the 
securities registration and antifraud provisions of the federal 
securities laws. Assured Funds, Inc. was permanently en- 
joined from violations of the antifraud provisions. 


For further information, see Litigation Release No. 7251A. 


LITIGATION RELEASE NO. 7398/May 19, 1976 


SEC v. R-B DEVELOPMENT CO., (N.D. ILL. CIVIL NO. 76 C 
1721) 


William D. GoldSberry, Regional Administrator of the 
Chicago Regional Office of the Securities and Exchange 
Commission, announced that on May 7, 1976, the Commis- 
sion filed a complaint in Federal District Court in Chicago 
(Northern District of Illinois) against R-B Development Co.; 
H-A-V-E Oil Co.; Adolph Skowron; and Hubert W. Rose. The 
complaint seeks an injunction against R-B, H-A-V-E Oil, and 
Skowron from further violations of the anti-fraud provisions 
of the Federal securities laws (Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the Securities 
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Act of 1934 and Rule 10b-5 thereunder) in the sale of frac- 
tional undivided interests in oil and gas leaseholds. The 
Commission's complaint also seeks an injunction against R- 
B and Rose from further violations of the registration 
provisions of the Federal securities laws (Section 5 of the 
Securities Act of 1933). 


In affidavits filed with the Court, the Commission alleged 
that since 1973, R-B and H-A-V-E Oil have offered and sold 
to the public fractional undivided interests in oil and gas 
leaseholds amounting to approximately $1 million. These in- 
terests were sold to over 300 investors. Investors were not 
told that R-B and H-A-V-E Oil officers received working in- 
terests in leaseholds, entitling them to payments for oil 
produced from such leaseholds without consideration. 
Investors were told that their investments were guaranteed 
and that they could expect income equal to their in- 
vestments within four months. Certain investors who were 
told this have yet to receive any income over one and one 
half years after they invested. 


On May 10, 1976, the Honorable Samuel J. Perry entered a 
temporary restraining order, restraining the defendants from 
the charged violations of the registration and anti-fraud 
provisions of the Federal securities laws. The Court ordered 
that the defendants appear before the Court on May 19, 
1976, and show cause why a Preliminary Injunction should 
not be granted. 





LITIGATION RELEASE NO. 7399/May 19, 1976 


SEC v. REAL International U.S.A. Inc. et al. 
(E.D. Va., Alex. Div. Civil Action No. 75-887.-A) 


Paul F. Leonard, Administrator of the Washington Regional 
Office today announced that on May 11, 1976, the 
Honorable Oran J. Lewis, entered a final Judgment per- 
manently enjoining Benjamin W. Coleman of Washington, 
D.C. 


The order to which the defendant consented, without admit- 
ting or denying the allegations of the Complaint, enjoins the 
defendant from violations of the anti-fraud and registration 
provisions of the Securities Act of 1933 and the anti-fraud 
provisions of the Securities Exchange Act of 1934 in con- 
nection with the offer and sale of securities, namely Spanish 
real property coupled with a variety of leaseback, rental- 
management and guaranteed repurchase contracts sold by 
REAL International U.S.A. Inc., REAL International Holding 
Company, REAL International North America Inc. and 
Univest Resources Ltd. or any other securities. 


For further information see Litigation Release No. 7217. 
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LITIGATION RELEASE NO. 7400/May 20, 1976 


S.E.C. v. CONTINENTAL GOLD & SILVER, ET AL. (D. Utah C 
75-414) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission. today 
announced that the Honorable Willis W. Ritter of the Federal 
District Court in Salt Lake City, Utah issued an Order of Per- 
manent Injunction on Wednesday. May 5. 1976. against 
Craig McLachlan of Salt Lake City, Utah. The order per- 
manently enjoins him from violating the registration and 
antifraud provisions of the Securities Act of 1933 and the 
antifraud provisions of the Securities Exchange Act of 1934 
in connection with the offer and sale of the common stock of 
Continental Gold and Silver Corporation, a Utah corporation, 
and any other securities of any issuer. Mr. McLachlan con- 


sented to the Order without admitting or denying the- 


allegations in the complaint. 


For further information see Litigation Release Nos. 7139 
and 7223. 





LITIGATION RELEASE NO. 7401/May 20, 1976 


SEC v. Charles E. Martin, et al. 
(W.D.N.Y. Civil 76-203) 


William D. Moran, Administrator of the Commission's New 
York Regional Office announced, that on May 3. 1976, the 
Commission filed a Complaint in the United States District 
Court for the Western District of New York (Buffalo, New 
York): seeking to enjoin (a) Charles E. Martin (“Martin”) of 
Fort Erie, Ontario, Canada; (b) C.E. Martin Co.. Inc. (“Martin 
Co.”). a broker-dealer registered with the Commission: (c) 
Tex-Tel International Inc. ("“Tex-Tel") a New York Corpora- 
tion; (d) Rollo D. Lutz (“Lutz”) of Niagara Falls, New York, a 
registered representative; and (e) Peter P. Zabel ("Zabel") of 
Wilson. New York, a registered representative. from violating 
Sections 5(a). 5(c) and 17(a) of the Securities Act of 1933 
(“Securities Act") and Section 10(b) of the Securities Ex- 
change Act of 1934 (“Exchange Act”), and Rule 10b)5 
thereunder. 


The Complaint alleges that from August 1973 to approx- 
imately February 1974, the defendants sold over $120,000 
face amount of Tex-Tel Indentures to investors in Buffalo. 
New York area. The Indentures are debt securities, maturing 
in two years, and bearing interest at a stated annual rate of 
12%. The Indentures were not registered with the Commis- 
sion, and are now in default as to both principal and interest. 


The Complaint further alleges that Tex-Tel was at all times a 
“shell corporation” which had no officers, directors, assets, 
plant. books and records, or employees. The Tex-Tel in- 
vestors were told by the defendants that Tex-Tel was to 
become a subsidiary of or merge with International Scan- 
ning Devices, Inc., ("ISD") a Delaware corporation then 
based in Fort Erie, Ontario, Canada. ISD is currently a defen- 
dant in a separate action filed by the Commission in U.S. 
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District Court in Buffalo. See Litigation Releases Nos. 5608. 
5731. 6445, 6510, 6601. and 6714. 


In addition to injunctive relief. the Commissions Complaint 
seeks an order of disgorgement of all sums of money or 
other property improperly obtained or realized by Martin. 
Martin Co., Tex-Tel or by those acting in concert or participa- 
tion with them. 


In addition, on May 3. 1976, Judge John T. Curtin of the 
United States District Court for the Western District of New 
York issued a final judgment of permanent injunction against 
Peter P. Zabel. which enjoins Zabel from further violations of 
Sections 5(a), 5(c). and 17(a) of the Securities Act. Section 
10(b) of the Exchange Act. and Rule 10b-5 thereunder. 
Zabel consented to the entry of the final judgment of perma- 
nent injunction without admitting or denying the substantive 
allegations of the Complaint. — 
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